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HERITAGE  REPORTING  CORPORATION  OVER- 
VIEW OF  U.S.  POLICY  IN  THE  MIDDLE  EAST 


WEDNESDAY,  AUGUST  2,  1995 

House  of  Representatives, 
Committee  on  International  Relations, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10:05  a.m.  in  room  2172, 
Raybum  House  Office  Building,  Hon.  Benjamin  Oilman  (chairman 
of  the  committee)  presiding. 

Chairman  Oilman.  The  committee  will  come  to  order.  I  would 
like  to  welcome  again  Admiral  Wright  to  the  committee.  As  a  way 
of  background  for  members,  let  me  explain  why  we  have  asked  the 
Admiral  to  testify  today. 

The  Department  of  the  Navy  has  requested  the  committee  to  act 
on  legislation  authorizing  a  transfer  of  eight  naval  vessels.  Perry 
class  frigates,  to  five  countries — to  Turkey,  to  Egypt,  to  Bahrain, 
Oman  and  the  United  Arab  Emirates. 

The  committee  believes  it  is  important  for  the  Navy  to  make  its 
case  on  the  record  for  these  transfers,  and  therefore  we  invited  Ad- 
miral Wright  to  discuss  the  proposed  transfers  to  Turkey  at  last 
Friday's  hearing  on  U.S.  policy  in  Europe  and  the  remaining  trans- 
fers at  today's  hearing;  and  with  those  remarks,  if  there  are  no 
other  statements,  I  yield  the  floor  to  Admiral  Wright  for  his  open- 
ing statement. 

I  want  to  thank  Admiral  Wright  who  is  the  assistant  Deputy 
Chief  of  Naval  Operations,  Plans,  Policy,  and  Operations  in  the  De- 
partment of  the  Navy. 

STATEMENT  OF  RADM  W.H.  WRIGHT,  ASSISTANT  DEPUTY 
CHIEF  OF  NAVAL  OPERATIONS,  PLANS,  POLICY,  AND  OPER- 
ATIONS, DEPARTMENT  OF  THE  NAVY 

Admiral  Wright.  Thank  you  very  much,  Mr.  Chairman.  It  is 
good  to  be  back  before  your  committee.  As  you  mentioned,  I  covered 
the  Turkey  transfers.  I  am  prepared  to  discuss  that,  but  the  main 
focus  of  my  statement,  which  I  am  prepared  to  either  summarize 
at  this  point  or  read — it  is  only  a  two-pager,  and  I  can 

Chairman  Oilman.  Whichever  you  wish.  Admiral. 

Admiral  WRIGHT.  Today's  discussions  will  focus  on  a  proposal  to 
transfer  two  ships  to  Egypt,  one  to  Bahrain,  one  to  Oman,  and 
leasing  of  one  to  the  United  Arab  Emirates  as  part  of  this  legisla- 
tive package. 

Assistant  Secretary  Pelletreau  is  addressing  the  Middle  Eastern 
situation  and  will  follow  me  here.  Permit  me  to  address  the  indi- 

(1) 


vidual  country  requirements  for  these  ships  and  the  economic  bene- 
fit that  we  see  to  the  United  States  of  the  proposed  transfers. 

First,  on  Egypt,  they  have  requested  two  frigates  as  part  of  their 
defense  of  the  approaches  to  the  Suez  Canal.  U.S.  Navy  access  to 
the  Suez  Canal,  as  you  know,  is  considered  essential  in  any  future 
crisis  response,  and  in  our  rotational  deployments  to  the  Mediterra- 
nean and  to  the  Persian  Gulf  region  we  use  the  canal  quite  a  bit. 
As  it  was  in  Desert  Storm  and  Vigilant  Warrior,  that  route  saves 
time  and  allows  us  to  get  there  in  much  shorter  order. 

The  length  of  the  Egyptian  coastline  along  both  the  Mediterra- 
nean and  Red  Seas  makes  an  improved  open  ocean  capability  es- 
sential for  the  Egyptian  Navy,  particularly  if  Egypt  is  expected  to 
continue  to  participate  in  coalition  types  of  endeavors  such  as 
Desert  Storm  and  Desert  Shield. 

Egypt  is  facing  block  obsolescence  in  their  navy.  They  currently 
have  six  frigates  of  the  1970's  vintage.  Two  of  them  are  Knox  class 
frigates,  two  of  them  are  Chinese  frigates,  and  two  are  Spanish 
frigates.  All  of  these  are  facing  a  block  obsolescence.  The  Egyptian 
navy,  I  would  say,  is  third  in  the  hierarchy  for  funds  behind  their 
army  forces  and  their  air  forces,  and  they  have  been  unable  to  sus- 
tain a  building  program  or  a  buying  program  to  keep  these  naval 
forces  from  becoming  antiquated  over  time. 

Egypt  has  continued  to  view  with  concern  the  growing  security 
threat  from  Iran,  calling  Iran  the  most  significant  challenge  to  the 
regional  security.  The  problem  becomes  more  significant  when  one 
considers  that  there  is  also  evidence  of  very  strong  ties  between 
Iran  and  Sudan  just  to  Egypt's  south.  Egypt's  role  in  the  success 
of  the  Mideast  peace  process  has  been  pivotal,  and  I  would  suspect 
that  Ambassador  Pelletreau  will  expand  on  that. 

Their  support  for  U.S.  policy  interests  have  been  consistent  over 
a  long  period  of  time.  One  of  the  two  ships  proposed  for  Egypt  has 
already  been  decommissioned.  I  might  mention  that  we  call  that  a 
cold  transfer — that  is,  the  U.S.  crew  has  left  and  the  ship  has  gone 
into  a  safe  stowage  condition,  and  that  is  something  short  of 
mothballing,  but  some  removal  of  equipments  and  la3nap  of  equip- 
ment has  occurred  on  one  of  these  vessels.  That  will  have  to  be 
part  of  the  costs  incurred  by  Egypt  to  bring  it  back  to  a  full  condi- 
tion. 

The  second  one  we  are  looking  for  is  a  hot  transfer,  and  in  this 
case  you  would  have  an  overlap  of  the  United  States  crew  of  about 
a  month  where  the  Egyptian  crew,  which  is  currently  in  training, 
would  get  a  chance  for  hands-on  time  with  the  United  States  crew 
on  board  the  ship. 

We  expect  that  Egypt  will  base  these  ships  at  their  primary 
naval  base  in  Alexandria.  We  would  also  expect  to  see  them  use  the 
ships  for  protection  of  the  Red  Sea  border  as  well  as  along  the 
Mediterranean  coastline. 

Shifting  next  to  the  second  country,  Bahrain,  Bahrain  has  been 
a  key  ally  in  the  Persian  Gulf  ever  since  1947.  We  have  had  a 
naval  presence  in  that  region  since  that  time.  During  Desert  Shield 
and  Desert  Storm  and  this  most  recent  operation.  Vigilant  Warrior, 
Bahrain  provided  immediate  base  support  for  both  naval  and  air 
forces. 


More  recently,  the  Bahrain  Government  has  agreed  to  our  use  of 
shore  facihties  to  accommodate  the  COMUSNAVCENT  staff 
ashore.  This  permitted  the  withdrawal  of  a  flag  ship,  U.S.S.  La- 
Salle  from  the  region,  thus  easing  demands  on  our  fleet  assets. 

The  transferred  FFG— 7  will  be  based  at  Manama  Harbor  and 
will  be  the  flagship  for  the  Bahrain  navy.  I  would  say  Bahrain  has 
no  frigates  and  a  few  vessels  of  the  patrol  craft  variety. 

Shifting  to  Oman,  Oman  has  provided  aircraft  landing  rights  and 
base  access  for  several  years.  We  have  had  a  large  U.S.  Air  Force 
prepositioning  contingent  of  air  field  equipment  and  whatnot  in 
Oman  for  quite  some  time.  Oman  would  use  the  FFG-7  to  main- 
tain a  strategic  presence  in  the  Persian  Gulf,  and  the  approaches 
to  the  Strait  of  Hormuz,  critical  point  for  passage  into  the  Gulf,  as 
part  of  a  burden-sharing  arrangement  with  the  other  Gulf  Coopera- 
tion Council  members.  Oman  is  also  concerned  about  coastal  pro- 
tection from  arms  smugglers.  We  anticipate  that  this  ship  would  be 
home  ported  in  a  base  near  Muscat. 

The  last  Gulf  ally  that  we  are  proposing  to  in  this  case  provide 
a  lease  to  is  the  United  Arab  Emirates,  and  they  have  requested 
competitive  bids  to  buy  four  to  six  new  construction  frigates.  In  the 
United  States  we,  as  one  of  the  two  finalist  countries,  have  New- 
port News  shipbuilding.  UAE  is  stipulating  in  this  competition  that 
they  want  two  ships  to  lease  for  a  bridging  asset  until  the  UAE's 
new  construction  ships  are  available. 

Newport  News  has  an  FF-21  that  they  are  currently  in  the  nego- 
tiations with  or  in  the  competition  with.  We  are  looking  further 
down  the  line  in  1998  for  the  second  FFG  to  join  this  one,  also  a 
proposed  lease  to  the  United  Arab  Emirates. 

We  would  expect  that  they  would  base  their  ships  in  Dubai  and 
use  them  for  coastal  defense  and  regional  burden-sharing;  in  the 
course  of  securing  our  national  interests  in  the  Persian  Gulf,  I 
must  say  that  the  U.S.  Navy  makes  more  port  visits  to  the  United 
Arab  Emirates  than  any  other  country  on  the  globe.  This  is  a  small 
country  with  two  ports — Dubai  and  Jebel  Ali — and  the  number  of 
visits  to  that  small  country  exceeds  any  other  country  other  than 
the  United  States. 

In  summary,  I  believe  these  transfers  are  essential  to  our  future 
ability  to  operate  with  friendly  countries,  particularly  in  this  vola- 
tile area,  both  for  the  sake  of  interoperability  and  as  force  multi- 
pliers; the  presence  of  these  ships  would  be  a  manifestation  of  a 
continuing  U.S.  commitment  to  those  countries  that  have  staked 
their  national  futures  on  close  ties  with  the  United  States. 

Economically,  the  United  Arab  Emirates  proposed  to  receive 
some  of  the  available  FF(}-7's  as  an  inducement  to  award  their 
competitive  contract  to  an  American  shipbuilder.  We  know  that  the 
Dutch  have  two  ships  going  over  on  a  sales  program.  I  think  that 
is  occurring  right  now.  In  my  mind,  they  would  be  far  better  served 
with  this  member  of  the  FFG-7  class. 

The  UAE,  Bahrain,  Oman,  and  Egypt  are  anticipated  to  spend 
some  $325  million  in  the  near  term  on  United  States  products, 
spare  parts,  ammunition,  and  technical  support,  including  training. 
In  addition,  Egypt  has  increased  their  anticipated  requirement  for 
helicopters  from  4  to  10.  This  is  a  potential  $250  million  program. 
This  is  the  Kaman  SH-2  helicopter  that  is  being  replaced  in  our 


inventory  by  the  larger,  heavier  SH-60  model.  We  have  a  number 
of  these  assets.  They  will  need  to  be  upgraded  in  U.S.  industry. 
The  upgrade  is  considerable,  but  they  are  perfect  for  this  part  of 
the  class  of  the  ships  and  they  complement  the  Knox  class  frigates 
that  oftentimes  have  the  same  helicopter. 

Bahrain  and  Egypt  have  already  invested  money  to  train  their 
crews  to  operate  these  ships,  and  I  would  say  while  both  of  the 
countries  were  cautioned  that  the  transfers  were  subject  to  con- 
gressional approval,  in  view  of  the  14-month  training  lead  time  to 
be  able  to  get  a  team  ready  to  safely  operate  the  weapons  systems 
and  propulsion  systems  of  these  ships,  they  wanted  to  go  ahead 
and  sink  the  cost  into  the  training;  so  their  crews  are  currently 
training. 

Significant  delay  in  approval  will  impact  crew  training,  with  at- 
tendant costs  to  both  countries  and  could  have  a  negative  impact 
on  the  U.S.  competitive  posture  in  the  ship  construction  program. 

I  have  some  details  on  costing  that  I  have  submitted  with  the 
statement.  In  final,  I  would  like  to  describe  the  FFG-7.  These  ships 
came  on  line  in  the  early  to  mid-seventies.  It  is  right  now  consid- 
ered the  low  end  of  the  U.S.  Naval  inventory.  We  currently  have 
some  of  the  earlier  ships  of  this  inventory  in  the  Naval  Reserve 
program.  They  were  designed  around  a  minimum  manning  con- 
cept— that  is,  a  much  smaller  crew.  The  systems  are  a  little  bit 
more  automated  than  earlier  destroyers  and  frigates.  They  have  a 
very  nice  feature  of  two  helicopter  hangars.  In  order  to  use  the  hel- 
icopters that  we  have  now  in  our  inventory,  the  SH-60,  we  had  to 
modify  some  of  the  class.  None  of  the  modified  ones  is  in  this  legis- 
lation that  your  committee  is  considering. 

Mr.  Chairman,  that  concludes  the  summary  of  the  statement.  I 
would  be  happy  to  answer  any  questions. 

[The  prepared  statement  of  RADM  Wright  appears  in  the  appen- 
dix.] 

Chairman  GiLMAN.  Thank  you,  Admiral  Wright,  and  I  am  sure 
that  my  colleagues  have  some  questions.  What  are  the  total  costs 
to  our  Nation  for  these  transfers? 

Admiral  WRIGHT.  The  total  costs,  I  would  say,  are  zero.  Essen- 
tially, we  have  the  option  of  selling  these.  If  we  were  to  sell  them, 
the  nominal  price  would  be  about  $60  million,  and  then  on  top  of 
that,  the  outfitting,  that  is  the  training,  the  spare  parts,  the  am- 
munition, would  add  another  $60  million  on  it.  The  countries  that 
I  am  talking  about,  while  they  are  willing  to  pay  for  the  outfitting, 
they  were  seeking  either  a  lease  or  a  grant  so  that  they  avoid  the 
sales  price  of  this. 

So  what  we  have  is  a  platform  that  has  been  deemed  by  our 
CNO — at  least  these  eight  have  been  deemed  as  excess  to  our 
needs,  they  represent  the  low  end  of  our  capability  spectrum,  they 
are  available  for  foreign  transfer,  and  they  bring  along  with  them 
the  expectation  that  we  would  be  able  to  both  gamer  U.S.  industry 
follow  on  with  the  helicopters  but  also  the  supply  support  that 
would  go  on,  on  an  annual  basis. 

So  to  answer  your  question,  zero  is  the  cost  to  the  United  States 
of  the  transfer. 

Chairman  GiLMAN.  Well,  in  making  grants  of  the  number  of 
these  ships,  what  is  the  loss  of  our  estimated  cost  of  these  ships 


at  the  time  we  make  the  grant?  Estimated  value  of  the  ships  at  the 
time  we  are  making  the  grant. 

Admiral  Wright.  Yes,  sir.  The  estimated  value — there  is  a  com- 
plex formula,  but  I  would  use  a  figure  of  about — if  we  were  to  get 
a  straight-out  sale  figure,  it  is  between  $52  and  $77  million — cor- 
rection; it  is  about  $60  million. 

Chairman  GiLMAN.  Per  ship. 

Admiral  WRIGHT.  Per  ship,  yes,  sir. 

Chairman  GiLMAN.  How  many  ships  are  in  the  grant? 

Admiral  WRIGHT.  In  the  grant,  in  the  category  of  these  eight  we 
have  seven  in  the  grant  category,  so  one  going  to  UAE  is  a  lease. 

Chairman  GiLMAN.  So  about  $400  to  $500  million  that  we  are 
granting. 

Admiral  WRIGHT.  Yes,  sir. 

Chairman  GiLMAN.  And  what  about  the  lease  revenue  on  the  re- 
maining ships? 

Admiral  WRIGHT.  A  lease  configuration,  again,  a  formula  based 
on  how  old  the  ship  is  and  how  near  to  the  end  of  its  service  life, 
but  about  $3  to  $4  million  a  year  on  a  lease  basis,  and  we  would 
normally  sign  up  the  lease  for  about  5  years. 

Chairman  GiLMAN.  About  $15  million  over  a  5-year  lease? 

Admiral  WRIGHT.  Yes,  sir. 

Chairman  GiLMAN.  For  how  many  ships? 

Admiral  Wright.  There  are  seven  in  the  grant  category,  one  in 
the  lease  category. 

Chairman  GiLMAN.  So  we  are  talking  roughly  about  $100  million 
in  lease  revenue? 

Admiral  Wright.  Yes,  sir,  over  a  5-year  period. 

Chairman  GiLMAN.  What  is  the  Navy's  policy  regarding  seeking 
sales  or  leases  of  naval  transfers  rather  than  the  straight-out 
grants? 

Admiral  Wright.  Sir,  when  the  Navy  approaches  a  country  we 
look  at  the  existing  legislation,  and  I  had  been  in  the  political  mili- 
tary job  on  the  Navy  staff  3  years  ago,  about  the  time  that  the  ad- 
ditions to  the  southern  region  amendment  came  out  and  added 
some  of  these  countries  to  the  list  which  permitted  a  grant,  and 
this  was  in  recognition  for  their  support  during  Desert  Storm. 

It  was  at  that  time  that  I  saw  a  little  bit  different  approach  to 
the  way  the  Navy  went  about  looking  for  sales  or  leases.  In  those 
days  we  did  not  have  quite  the  option,  did  not  have  much  of  an  op- 
tion, of  granting.  We  would  attempt  to  close  the  best  deal  we  could, 
but  many  of  these  countries  cannot  afford  the  $60  million  and  so 
they  will  pass  on  it  and  look  for  another  country  that  might  provide 
them  a  better  deal.  So  in  the  give  and  take  of  deciding  what  they 
could  afford,  the  approach  oftentimes  went  to  a  lease  as  opposed 
to  a  sale  or  a  grant  as  opposed  to  a  sale,  knowing  full  well  that 
part  of  what  we  were  doing  here  was  similar  to  the  cellular  phone 
that  you  can  buy  for  a  very  nominal  cost  and  it  is  the  service  and 
the  types  of  add-ons  to  that  which  will  tie  these  countries  to  us  and 
to  our  industrial  base,  both  in  picking  up  the  platform  and  return- 
ing it  to  their  country,  but  also  on  an  annual  basis  as  they  replen- 
ish their  spare  parts  and  they  upgrade  their  systems. 

Chairman  GiLMAN.  Pursuing  that  response,  admiral,  I  have  been 
informed  that  a  member  of  our  committee  will  offer  an  amendment 


when  this  legislation  is  marked  up  in  committee  to  require  that 
any  repair  or  reactivation  work  on  these  ships  be  done  in  our  own 
shipyards.  As  you  may  know,  previous  bills  have  included  language 
of  that  nature,  but  it  has  not  been  binding. 

What  are  your  views  with  regard  to  this  kind  of  mandatory  lan- 
guage? 

Admiral  Wright.  I  thought  that  it  was  already  there,  but  if  it 
is  not  there,  it  certainly  should  be  there.  We  look  at  this  as  some- 
thing good  for  the  U.S.  economy  in  that  these  systems  are  U.S.  sys- 
tems and  the  expertise  for  getting  these  ships  ready  to  go,  they're 
sitting  in  Pascagoula,  in  Norfolk,  and  in  San  Diego,  and  the  safe- 
to-steam  criteria  getting  them  ready  to  go  is  something  that  we 
would  insist  on  beforehand;  that  really  doesn't  give  them  much  of 
an  option,  but  I  would  say  if  you  have  legislation  that  says  repairs 
must  be  done  in  the  U.S.  shipyards,  we  would  be  very  supportive 
of  that. 

Chairman  Oilman.  What  about  in  the  grants  or  in  the  leases?  Is 
that  provision  included? 

Admiral  WRIGHT.  My  expert  tells  me  it  is  not  included,  and  I 
would  say  that  would  be  a  very  wise  thing  to  do. 

Chairman  GiLMAN.  Well,  let  me  recommend  that  we  take  that 
into  consideration. 

Mr.  TORRICELLI.  Mr.  Chairman,  would  you  yield? 

Chairman  Oilman.  I  would  pleased  to  yield  to  the  gentleman. 

Mr.  TORRICELLI.  First  of  all,  I  am  grateful  to  the  chairman  for 
raising  this  question.  It  has  been  a  long-standing  concern  of  this 
committee  and  of  mine  personally.  I  could  not,  for  the  life  of  me, 
admiral,  understand  why  the  U.S.  Navy  would  not  take  upon  itself 
in  negotiating  these  sales  to  require  that  under  a  leasing  arrange- 
ment or  sales  arrangement  any  and  all  work  be  done  in  U.S.  yards 
and  indeed  any  systems  added  to  the  ships  be  of  U.S.  manufacture. 

It  is  good  of  you  to  suggest  that  we  do  this  in  a  legislation,  but 
we  do  not  solely  have  the  responsibility  for  maintaining  either  the 
industrial  base  to  the  U.S.  Navy  or  helping  the  economic  prospects 
of  the  U.S.  economy.  Why  would  you  even  consider,  no  less  nego- 
tiate, no  less  come  before  this  Congress  on  a  sale  or  lease  of  this 
nature  without  having  made  this  explicitly  clear  to  the  potential 
customers,  and  having  not  done  so  why  would  you  now  not  go  back 
and  insist  upon  it  and  ensure  that  it  be  a  condition  precedent  for 
going  forward.  Thank  you  for  yielding,  Mr.  Chairman. 

Chairman  Oilman.  Do  you  have  any  response,  Admiral? 

Admiral  Wright.  I  think  you  bring  up  an  excellent  point.  I  am 
sure  that  most  of  the  work  that  can  be  done  on  these  ships  is  going 
to  be  done  because  there  is  nowhere  else  that  the  expertise  exists 
on  most  of  these  systems,  but 

Mr.  TORRICELLI.  Admiral,  with  all  due  respect,  what  I  have  seen 
in  the  past — it  is  a  good  point,  but  it  was  a  good  point  10  years 
ago  when  some  of  us  started  to  raise  it,  a  good  point  5  years  ago, 
a  good  point  last  year,  it  will  be  a  good  point  5  years  from  now. 
It  will  always  be  a  good  point,  but  it  is  a  good  point  for  the  Navy 
to  start  to  do.  The  fact  is,  in  many  of  these  sales  I  have  seen  some 
of  the  refitting  does  not  get  done  in  U.S.  yards.  I  have  seen  these 
sales  that  end  up  in  European  yards,  and  I  can  assure  you  that  the 
French  or  the  Germans  or  one  day  the  Japanese  in  any  similar 


transfers  or  in  new  construction  do  not,  unless  the  system  doesn't 
exist  in  their  own  inventories,  have  U.S.  weapons  systems  put  on 
board  and  they  don't  do  refitting  in  U.S.  yards.  Their  navies,  their 
governments  make  it  a  condition  of  sale  and  so  should  ours. 

At  a  time  when  the  U.S.  Navy  is  not  otherwise  buying  a  great 
number  of  bottoms,  whether  or  not  the  U.S.  Navy  maintains  an  in- 
dustrial base  for  future  national  emergencies  will  solely  be  based 
on  whether  or  not  our  own  Navy  starts  to  think  and  think  deeply 
as  business  people  about  putting  these  conditions  into  sales.  It  is 
essential,  and  I  hope  that  the  message  gets  through,  and  I  am  very 
grateful  that  the  chairman  raised  it,  and  thank  you,  Mr.  Chairman. 

Chairman  GiLMAN.  I  thank  the  gentleman.  Mr.  Hamilton. 

Mr.  Hamilton.  Admiral,  we  have  been  cutting  back  foreign  aid, 
and  over  a  period  of  time  it  has  had  a  pretty  sharp  reduction,  about 
40  percent,  as  I  recall,  since  the  mid-1980's,  and  this  looks  to  me 
like  another  foreign  aid  program.  Now,  I  don't  know  that  I  followed 
all  those  figures  that  you  and  the  chairman  were  talking  about,  but 
you  are  giving  up  lease  revenue.  Usually  when  we  have  these  pro- 
posals the  U.S.  Government  gains  money;  in  this  case  we  give 
away  assets. 

Egypt  gets  a  pretty  large  amount  of  foreign  aid  every  year,  about 
$1.3  billion,  as  I  recall,  for  defense.  Why  can't  they  buy  these  frig- 
ates? Why  do  we  have  to  start  another  foreign  aid  program? 

Admiral  WRIGHT.  I  would  say  that  when  we  go  to  a  country  we 
go  with  the  idea  of  trying  to  sell  it  to  them.  I  know  from  what  I 
have  heard  about  Egypt,  the  Egyptian  Navy  does  not  have  the 
money  to  buy  two  frigates,  and  they  would  essentially  choose  to 
take  existing  platforms  and  spend  a  third  of  that  money  or  so  in 
upgrading  them.  They  have  a  Chinese  ship,  they  probably  would  go 
to  the  Chinese  to  get  their  upgrade. 

What  we  are  essentially  doing  here  is  they  are  getting  a  plat- 
form, but  along  with  that  we  are  going  to  give  to  U.S.  industry  and 
to  U.S.  aviation  industry  in  particular  the  ability  to  match  this 
platform  up  with  systems.  If  they  had  the  money,  I  agree  with  you 
completely.  My 

Mr.  Hamilton.  Well,  any  navy  can  use  more  ships,  I  am  con- 
fident of  that,  and  any  government  would  prefer  to  have  ships 
given  to  it  rather  than  to  pay  for  them.  I  can  appreciate  that,  too. 
That  is  not  a  bad  deal.  We  would  like  that  arrangement  ourselves 
if  we  could  work  it  out. 

Is  this  a  one-shot  request  or  are  we  going  to  be  getting  this  kind 
of  request  now  frequently?  We  get  three  or  four  of  these  requests 
a  year  to  lease,  to  sell,  and  they  have  been  kind  of  routinely  ap- 
proved, I  believe,  in  the  past.  Are  you  coming  in  now  with  a  change 
of  policy  here?  What  is  the  outlook  for  the  future? 

Admiral  Wright.  In  the  immediate  future,  looking  down  the  line, 
we  have  11  of  these  FFG's,  so  there  are  eight  in  this  current  pack- 
age; the  other  three  right  now  we  are  attempting  to  get  a  lease — 
at  least  get  an  indication  of  whether  the  country — and  I  would  say 
the  two  countries  are  UAE  for  a  second  lease,  one  in  this  package, 
one  in  the  1998  package  which  would  come  a  year  or  so  down  the 
pike  to  this  committee — and  two  others  in  an  ongoing  negotiation 
with  the  Saudi  Navy  for  a  lease. 
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Mr.  Hamilton.  Of  course,  if  you  get  in  the  business  of  giving 
them  away,  it  is  going  to  be  pretty  hard  to  drive  a  hard  bargain 
to  lease  them,  isn't  it? 

Admiral  WRIGHT.  Yes,  sir.  These  are  fairly  sophisticated  cus- 
tomers; they  know  that  there  is  an  option  for  those  under  the 
southern  region  amendment,  and  they'll  push  toward  that. 

We  in  the  Navy  are  faced  with  a  BRAC-like  reduction  in  the 
Navy  shipboard  infrastructure  in  which  these  platforms  will  either 
cost  us  money  to  put  into  mothballs  or  they  will  go  at  a  relatively 
early  age  to  be  cut  up  once  they  are  determined  to  be  excess  to  our 
current  needs. 

Mr.  Hamilton.  Put  aside  the  economics  for  a  few  minutes.  As  a 
defense  specialist — they  are  all  frigates,  are  they? 

Admiral  Wright.  Yes,  sir. 

Mr.  Hamilton.  These  frigates  are  needed  by  these  navies,  are 
they?  Is  there  a  threat  out  there?  Who  is  the  threat,  anyway?  Is 
the  Iranian  navy  about  ready  to  sail  across  the  Gulf  up  into  the 
Suez  and  threaten  Eypgt? 

Admiral  Wright.  I  think  defining  the  threat  in  this  day  and  age 
may  be  one  of  our  most  difficult  problems.  Certainly,  these  coun- 
tries, in  the  case  of  Egypt,  they  feel  they  have  a  threat  from  Sudan; 
there  have  been  occasions  where  they  have  felt  a  need  to  protect 
the  Suez  Canal  for  the  commerce  and  the  flow  that  it  represents. 

I  would  not  want  to  speak  for  the  Egyptian  Navy,  but  it  seems 
clear  that  they  occupy  a  strategic  location  and  would  feel  a  respon- 
sibility to  that  nation 

Mr.  Hamilton.  Well,  Admiral,  I  understand  you  don't  make 
these  final  decisions  and  you  are  up  here  defending  administration 
policy,  but  just  from  our  standpoint,  over  a  period  of  years  we  have 
had  a  number  of  requests  coming  up  here  to  lease  or  to  sell.  We 
have  always  thought  it  was  a  pretty  good  deal  for  the  United 
States  to  get  rid  of  some  of  this  older  equipment,  and  we  have  ap- 
proved it. 

It  does  seem  to  me  with  this  request  you  are  departing  from  a 
policy  that  has  worked  pretty  well.  There  may  be  reasons  for  that. 
I  must  say  I  don't  think  I  understand  them  at  this  point,  but  it 
seems  to  me  you  are  changing  the  policy  now  and  you're  saying 
we're  going  to  give  these  away  rather  than  to  sell  them;  you  are 
not  willing  to  say  to  me  that  this  is  a  one-time  shot.  That  makes 
me  even  more  nervous  because  I  think  once  you  establish  the 
precedent  of  giving  this  stuff  away,  it  is  going  to  be  awfully  tough 
to  sell  it  to  anybody  else  or  to  lease  it  to  anybody  else,  and  we've 
got  ourselves  with  another  spigot  in  the  foreign  aid  program,  and 
we  have  a  tough  time  cutting  down  spigots  in  foreign  aid. 

So  I  look  at  this,  Mr.  Chairman,  with  a  lot  of  skepticism.  I  am 
not  persuaded  at  this  point.  It  is  possible  I  could  be  persuaded,  but 
I've  got  a  lot  of  doubts  about  these  ship  transfers.  Thank  you  very 
much. 

Chairman  Oilman.  Mr.  ManzuUo. 

Mr.  Manzullo.  Very  briefly,  I  would  make  this  recommendation 
that  if  the  U.S.  Government  is  going  to  give  away  ships.  No.  1, 
there  should  be  a  charge  by  the  U.S.  Government  to  the  receiving 
country  for  training;  No.  2,  that  any  retrofitting  or  reactivation 
costs  have  to  be  done  by  Americans;  No.  3,  there  should  be  a  tie- 


in  agreement  for  a  number  of  years  that  any  parts  for  these  ships 
must  come  from  American  manufacturers;  and  No.  4,  any  ammuni- 
tion on  these  ships  has  to  come  from  American  manufacturers. 

If  we  are  going  to  give  these  ships  away,  then  we  should  be  in 
a  position  that  at  least  American  manufacturers  will  have  the  ex- 
clusive opportunity  to  be  the  exclusive  source  for  these  different 
commodities.  Thank  you. 

Chairman  Oilman.  The  chair  is  going  to  declare  a  recess  with  a 
vote  pending  on  the  floor.  We  will  return  right  after  the  vote. 

[Recess.] 

Chairman  Oilman.  The  committee  will  come  to  order.  Mr. 
Brownback. 

Mr.  Brownback.  Thank  you  very  much,  Mr.  Chairman.  I  appre- 
ciate that.  Admiral,  thank  you  for  coming  in  front  of  our  group.  I 
would  like  to  follow  the  line  of  questioning  that  you  have  heard  so 
far,  which  you  may  not  be  very  pleased  with,  and  I  appreciate  your 
answering  even  though  you  perhaps  were  not  involved  with  direct 
negotiations. 

Seven  ships  worth  $60  million  each,  $420  million,  we  are  fighting 
on  the  floor  every  day  about  $1  million,  $20  million — I  mean,  this 
is  serious  money,  I  think,  in  looking  at  this.  The  ships  were  grant- 
ed. Should  we  just  take  away  the  grant  authority  so  other  nations 
don't  have  this  as  an  option  because,  you  know,  really,  you  should 
have  gotten  something  for  these  ships,  and  I  don't  think  I  can  sup- 
port what  you  have  brought  in  front  of  us,  given  the  nations  that 
you  have  involved  with  it  and  the  status  that  this  is  done  and  the 
fiscal  condition  of  this  country's  Oovernment. 

Admiral  WRIGHT.  The  grant  option  is  out  there.  It  is  known 
about.  It  was  in  recognition  for  various  good  works  by  allies,  so 
they  see  that  as  the  option  that  in  this  negotiation  they  would  like 
to  work  toward. 

Mr.  Brownback.  Right,  so  why  shouldn't  we  just  take  it  away 
and  remove  that  from  the  legislation? 

Admiral  Wright.  We  in  the  Navy,  as  a  result  of  last  Friday's 
hearing,  have  decided  that  we  will  not  even  address  the  grant  op- 
tion in  future  transactions,  so  we  have  taken  an  internal  policy  de- 
cision that  that  is  not  something  that  we  will  do.  We  will  always 
search  for  a  buyer;  failing  a  buyer,  we  will  find  a  lease,  and  I  think 
that  that  could  be  aided  immeasurably  by  congressional  action  that 
would  remove  grants  from  the  options. 

Mr.  Brownback.  Well,  I  will  be  looking  toward  putting  that  for- 
ward, then,  to  remove  that  so  people  negotiating  with  us  don't 
know  our  bottom  dollar  when  they  start  at  the  table  as  give  it  to 
you,  which  if  they  know  that,  if  I  were  their  negotiator  I'd  say  this 
is  what  we're  going  for,  guys. 

Can  you  renegotiate  these  seven  ships  that  are  being  granted  to 
them? 

Admiral  WRIGHT.  At  this  point  in  time  I  would  say  that  would 
be  very  difficult.  These  countries  will,  in  all  likelihood,  say  we'll 
find  another  solution  to  our  needs,  or  reconsider  our  needs. 

Mr.  Brownback.  Wouldn't  that  even  be  to  our  best  interest? 

Admiral  Wright.  What  I  would  see  with  these  eight  ships  is  that 
they  would  then  go  into  what  we  call  a  premothball  or  go  into 
mothballs.  We  have  sufficient — it  is  a  little  bit  like  what  is  happen- 
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ing  with  some  of  the  BRAC  shore  infrastructure.  You  have  to  find 
something  to  do  with  it,  and  in  all  likelihood  these  relatively  new 
ships  will  go  into  a  mothball  condition  or  go  into  deactivation  that 
sells  them  for  scrap. 

Mr.  Brownback.  Couldn't  you  at  least  get  something?  If  you 
can't  get  full  price,  couldn't  we  have  a  blue-light  special  on  these 
ships  or  something? 

Admiral  Wright.  As  you  might  imagine,  there  are  a  lot  of  blue- 
light  specials  in  the  frigate  business  around  the  world.  Everyone  is 
going  through  a  defense  downsizing,  so  these  things  are  available 
with  the  United  Kingdom,  with  the  French,  with  the  Dutch.  As 
part  of  the  lower  end  of  their  defense  structure  that  they  would 
like  to  perhaps  use  to  advantage  in  coalition  building  or  to  get  a 
nation  to  buy  their  sustainment  supply  support  over  the  years,  put 
their  equipments  into,  they're  familiar  with  these  platforms,  so 
there  right  now  is  a  buyer's  market  out  there,  and  that  is  why  we 
are  finding  here  in  the  last — since  1988  when  we  added  to  the 
southern  region  amendment  this  grant  option — that  is  why  we  are 
finding  ourselves  sort  of  going  to  that  least  cost/no  cost  option. 

I  would  stress  that  it  does  come  with  about  a  $60  million  per 
ship  training,  ammunition — they  can't  get  those  things  from  any- 
where else.  Our  hot  plants  are  the  only  place  that  they  can  buy 
that  training,  and  these  nations  are  buying  into  that  level  of  outfit- 
ting in  preparation  for  taking  the  ships. 

Mr.  Brownback.  I  appreciate  your  answering  my  question.  I  just 
would  urge  you  to  once  again  look  at  renegotiating  these.  I  really 
question  whether  I  could  come  anywhere  near  supporting  some- 
thing like  this  with  giving  seven  and  selling  one  and  fitting.  I  think 
they  got  a  great  deal.  Mr.  Chairman,  I  would  yield  back. 

Chairman  GiLMAN.  I  thank  the  gentleman  for  his  comments.  Mr. 
Faleomavaega. 

Mr.  Faleomavaega.  Thank  you,  Mr.  Chairman.  Just  a  couple  of 
questions  to  Admiral  Wright,  if  I  may.  I  just  wanted  to  know  what 
the  total  value  of  naval  vessels  now  available  for  either  transfer  or 
to  be  sold  to  other  countries  in  our  stocking,  either  to  be 
mothballed  or  now  available  for  sale  to  other  countries. 

Admiral  Wright.  I  would  have  to  submit  something  for  the 
record  on  that.  We  have  a  huge  mothball  fleet  in  about  three  loca- 
tions in  the  United  States.  The  current  value,  I'm  sure,  exists  in 
records,  and  I  could  submit  that. 

Mr.  Faleomavaega.  How  about  specifically  the  value  of  the  two 
frigates  that  we  intend  to  transfer  to  Egypt? 

Admiral  WRIGHT.  Yes,  sir.  The  nominal  value,  if  you  were  to  sell 
these,  without  any  equipment,  ammunition,  stores,  supplies,  sup- 
port or  training  would  be  about  $60  million  each. 

Mr.  Faleomavaega.  And  Egypt  has  the  sufficient  funds  to  pur- 
chase these  two  vessels? 

Admiral  Wright.  No,  sir,  not  to  my  knowledge.  In  the  negotia- 
tion on  these,  their  navy  does  not  have  the  money  to  outright  buy 
these. 

Mr.  Faleomavaega.  Those  funds  are  not  coming  out  of  the  $2 
billion  of  economic  assistance  that  we  are  giving  to  Egypt  every 
year,  is  it? 

Admiral  WRIGHT.  I'll  have  to  research  that  for  you.  I'm  not  sure. 
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Mr.  Faleomavaega.  I  want  to  associate  myself  with  the  gentle- 
man's concerns  stated  earlier  about  the  situation  that  we  find  our- 
selves in.  We  don't  want  to  end  up  with  another  situation  with  Iraq 
that  we  end  up  arming  countries  and  finding  out  they  turn  around 
and  bite  us  in  the  back.  I  think  there  is  an  expression,  you  feed 
the  dog  and  the  dog  turns  around  and  bites  you.  Of  course,  these 
countries  are  friendly  to  us,  they  are  our  allies,  but  at  some  given 
point  because  of  the  political  instability  in  some  of  these  countries 
in  the  Middle  East,  we  always  tend,  with  good  intentions,  end  up 
getting  hit  in  the  face  again  and  trying  to  resolve  some  of  the  seri- 
ous policy  issues  that  we  are  confronted  with,  especially  here  in 
this  region. 

One  additional  question  to  the  admiral.  Maybe  immediately  be- 
cause of  the  sales  of  the  vessels  that  we  are  discussing  this  after- 
noon, but  my  concern,  admiral,  if  there  are  any  implications  on  this 
whole  policy  that  we  have  in  the  Middle  East  with  the  nuclear 
problems  that  we  find  with  a  country  like  Iran,  if  perhaps  Iran 
does  have  the  capability  of  arming  itself  with  nuclear  weaponry 
systems  in  its  naval  fleet,  if  it  does  have  one,  and  I  suspect  that 
Iran's  technology  comes  either  from  China  or  from  Russia — am  I 
correct  on  that? 

Admiral  Wright.  That  is  a  subject  I  am  not  very  clear  on,  but 
I  can  relate  coalitions,  and  what  you  see  here  in  these  eight  ships 
as  binding  the  navies  of  five  important  countries  to  think,  at  least 
in  the  near  term,  collectively  about  something  like  what  you  have 
just  mentioned  here;  it  is  the  coalition  value,  it  is  the  need  to  go 
to  the  United  States  as  a  reliable  supplier  of  training  and  spare 
parts 

Mr.  Faleomavaega.  You  are  suggesting  here  that  we  are  going 
to  be  receiving  about  $325  million  worth  of  maintenance  and  stuff 
from  these  countries? 

Admiral  WRIGHT.  Yes,  sir. 

Mr.  Faleomavaega.  Exclusively  or  do  they  have  the  option  to  get 
it  from  France  or  other  allied  countries? 

Admiral  WRIGHT.  Once  we  have  passed  the  legislation,  they  will 
sit  down  and  decide  what  they  want  to  buy.  We  know  they  can't 
go  anywhere  else  for  training;  it  doesn't  exist.  It  is  unique  to  this 
ship  type.  We  know  that  they  can't  go  any — there  may  be  an  alter- 
nate buyer  for  ammunition.  We  know  on  the  U.S.  systems  they  are 
going  to  have  a  tough  time  finding  a  reliable  provider — with  the 
volume  they'll  need  in  spare  parts,  propulsion  systems  and  both  the 
spare  parts  they  carry  on  the  ship  and  the  spare  engines  and 
things  that  they'll  have  to  have  ashore  so  that  if  they  need  to 
change  a  gas  turbine 

Mr.  Faleomavaega.  But  I  assume  that  we  made  our  consulta- 
tions with  Israel  and  they  have  no  objection  to  this  whole  transfer 
or  sale  of  ships  to  these  countries? 

Admiral  Wright.  I  guess  I  would  defer  to  Ambassador  Pelletreau 
on  that.  I  think  we  would  have  heard  if  there  were  objections.  We 
have  had — with  Egypt  in  the  past  we  have  had  a  similar  class,  the 
Knox  class,  that  has  gone  on  in  the  late  eighties  up  until  maybe 
3  years  ago  where  we  had  similar  excess  defense  articles  going  to 
Egypt,  and  I  don't  recall  an  Israeli  concern  about  that. 
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Mr.  Faleomavaega.  Thank  you,  admiral;  thank  you,  Mr.  Chair- 
man. 

Chairman  Oilman.  Thank  you,  Mr.  Faleomavaega.  Ms.  Meyers. 

Ms.  Meyers.  Thank  you,  Mr.  Chairman.  The  policy  on  transfer 
without  cost  began  during  the  cold  war? 

Admiral  Wright.  Actually,  there  was  a  very  early  version  of  the 
southern  region  amendment  focused  on  the  southern  flank,  and 
that  was  Greece  and  Turkey,  so  it  did  have  its  beginnings,  yes, 
madam,  in  the  cold  war. 

Ms.  Meyers.  And  the  end  of  the  cold  war  is  the  reason  that  you 
are  now  thinking  of  withdrawing  that  policy? 

Admiral  WRIGHT.  The  policy  of  dealing  with  allies  with  regard  to 
excess  defense  articles,  I  think,  ebbs  and  flows  with  the  availability 
of  those  articles,  and  the  end  of  the  cold  war  has  seen,  perhaps,  a 
surplus  as  we  downsize  our  military  force  in  those  goods;  so  with 
regard  to  the  policy,  I  think  what  has  happened  is  the  terms  of  ref- 
erence have  changed  dramatically. 

Ms.  Meyers.  I  don't  know  if  you  will  know  this  or  if  you  will 
have  to  make  this  available  to  us  later,  but  what  is  the  total  cost 
of  mothballing  all  of  the  ships  that  we  have  currently? 

Admiral  Wright.  I  have  a  rough  figure,  and  that  is  about  $2  to 
$3  million  per  ship  to  put  them  in  a  mothball  condition.  I  think 
that  may  actually  be  for  a  mobility  asset  so  that  they  could  be 
brought  back  within  a  certain  period  of  time;  but  a  ball  park  figure 
would  be  $2  to  $3  million  per  ship. 

Ms.  Meyers.  And  what  is  a  ball  park  figure  on  the  number  of 
ships  we  have — maybe  not  precisely? 

Admiral  Wright.  Today  we  have  8  that  are  part  of  a  group  of 
11  of  this  class  that  have  been  declared  excess  to  our  needs,  so  we 
are  dealing  with  the  first  eight;  there  are  three  remaining. 

Ms.  Meyers.  And  what  other  kinds  of  ships  have  we  got 
mothballed?  I  am  trying  to  get  some  kind  of  a  total  picture 

Admiral  WRIGHT.  Feel  of  the  magnitude.  I  can  appreciate  that. 
We  have  for  a  long  time  put  ships  into  mothballs  and  then  at  some 
point  when  they  looked  like  their  technology  was  so  far  behind  that 
they  could  never  become  mobilized  again,  then  we  would  sell  them 
to  a  breaking  yard  where  they  would  actually  turn  them  into  razor 
blades.  These  ships  are  relatively  new;  they  are  hot  commodities. 
We  have  a  window  in  which  we  either  transfer  them  to  a  foreign 
country  or  we  put  them  into  this  mothball  condition. 

I  can  get  you  the  figures  on  the  total  value,  perhaps,  of  the  moth- 
ball fleet,  but  this  is  sort  of  the  leading  edge  of  that  potential 

Ms.  Meyers.  Not  just  the  total  value  but  the  total  cost  to  us  is 
what  I  am  really  interested  in,  and  let  me  ask  just  some  brief  ques- 
tions here.  What  other  country  is  competing  for  the  frigate  sale  to 
the  United  Arab  Emirates? 

Admiral  Wright.  To  my  knowledge,  there  are  Dutch,  French, 
and  U.K.  and  Germany,  and  the  two  that  seem  to  be  down  to  the 
choices  are  the  Dutch  and  the  United  States  and  Newport  News. 
I  have  seen  the  brochures  and  I  know  there  is  an  active  dialog 
on  the  U.S.  side.  Newport  News  is  selling  a  frigate  that  is  really — 
has  the  same  weapons  systems  but  a  smaller  version  of  this  FFG— 
7.  So  the  UAE  may  be  very  happy  to  lease  these  two,  and  it  would 
be  in  our  best  interest  to  see  them  get  used  to  the  systems  aboard 
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these  ships  because  the  version  the  Newport  News  is  selling  is 
very,  very  much  like  it. 

Ms.  Meyers.  Would  these  transactions  include  helicopters?  They 
do? 

Admiral  Wright.  Well,  they  do  not,  but  because  we  have  been 
talking  to  Egypt  about  this  class  of  ships  they  have  begun  to  talk 
to  us  about  buying  helicopters.  They  have  expressed  an  interest  in 
up  to  10  of  the  SH-2  helicopters,  which  we  have  already  sent  to 
the  desert.  Essentially,  they  are  in  a  mothball  condition.  That  rep- 
resents a  total  package  of  about  $250  million — $25  million  a 
piece — and  that  is  to  bring  these  back  and  prepare  them  for  trans- 
fer to  the  Egyptian  Navy,  and  they  would  fit  this  particular  class 
of  ships  quite  nicely. 

Ms.  Meyers.  That  would  be  a  sale,  then? 

Admiral  Wright.  Yes,  madam.  That  would  be  a  follow-on  to  this 
initial  transaction. 

Ms.  Meyers.  Just  finally,  I  should  probably  know  this  because 
we  have  dealt  with  this  issue  of  transfer  before,  but  I  can't  remem- 
ber. Is  there  a  provision  in  the  transfer  agreement  that  the  United 
States  can  get  the  ships  back  if,  for  some  reason,  there  is  an  emer- 
gency and  we  suddenly  find  that  we  need  another  six  or  eight  frig- 
ates? 

Admiral  Wright.  I  was  checking.  I  know  that  under  the  lease  ar- 
rangement, as  you  would  expect,  there  is  a  clause  that  says  that 
in  an  emergency  we  can  retain  these.  Under  a  grant  there  is  no 
provision,  and  obviously  not  on  the  sale  would  there  be  a  provision. 

Ms.  Meyers.  Thank  you,  Mr.  Chairman. 

Chairman  GiLMAN.  I  thank  the  gentlelady.  Are  there  any  other 
questions?  If  not,  admiral,  did  you  have  some  closing  comments  you 
wanted  to  make? 

Admiral  WRIGHT.  Yes,  sir.  I  hope  to  dispel  the  feeling  that  we 
have  been  somehow  going  to  the  least-cost  option  on  this.  The 
grant  has  been  around  for  a  long  time.  It  turns  out,  in  the  last  6 
years  we  have  exercised  this  grant  with  two  other  classes  of  ships, 
and  that  is  the  Adams  class  DDG  and  the  Knox  class  FF;  specifi- 
cally, some  15  of  these  units  have  gone  between  Greece  and  Tur- 
key, and  that  all  occurred  before  1990.  So  it  is  not  a  new  option 
and  it  has  been  exercised  frequently. 

Mr.  Chairman,  as  I  mentioned  in  my  Friday  testimony,  inter- 
nally Navy  is  going  to  change  our  approach.  We  will  no  longer  pur- 
sue the  grant  option.  We  will  go  for  a  sale,  and  we  will  go  for  a 
lease  failing  a  sale.  I  think  that  is  something  we  can  do  internally 
to  wait  to  see  if  there  is  legislative  action  to  change  the  law  in  this 
matter. 

Mr.  Hamilton.  Mr.  Chairman. 

Chairman  GiLMAN.  Mr.  Hamilton. 

Mr.  Hamilton.  May  I  ask  just  one  question?  Those  previous 
sales  or  gifts,  how  much  money  was  involved  in  those? 

Admiral  Wright.  I  will  have  to  give  you  that  for  the  record.  My 
suspicion  is  that  they  bought  helicopters  and  that  there  was  follow- 
on.  I  know  that  all  the  work  to  prepare  them  to  be  safe  to  steam 
was  done  in  United  States  yards  because  I  saw  those  classes  being 
prepared  for  Greek  and  Turkish  crews. 
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Mr.  Hamilton.  Well,  admiral,  my  impression  here  is  that  you 
are  giving  away  a  lot — half  a  billion  dollars  or  something  on  that 
order  whatever  the  figure  is — and  my  impression  also  is  that  the 
previous  transfers  were  relatively  small  in  value,  but  my  recollec- 
tion may  not  be  correct  on  that.  Supply  that  for  the  record  for  us, 
if  you  would. 

Admiral  WRIGHT.  Yes,  sir,  be  glad  to. 

Ms.  Meyers.  Mr.  Chairman. 

Chairman  GiLMAN.  Ms.  Meyers. 

Ms.  Meyers.  Could  I  clarify  something?  When  I  talked  about  the 
cost  of  putting  the  ships  in  mothballs,  you  said  $2  to  $3  million  per 
ship.  Is  that  annual,  or  is  that  the  total  until  they  go  to  the  yard 
that  makes  them  into  razor  blades? 

Admiral  WRIGHT.  Essentially,  that  is  the — putting  them  into  a 
condition  you  end  up  removing  sensitive  military  equipment,  you 
do  things  to  keep  the  environment  out.  There  would  be  a  residual 
sort  of  management  fee,  but  that  is  covered  by  the  whole  lot  of 
ships  that  are  lined  up  in  this  mothball  condition,  so  the  $2  to  $3 
million  is  to  put  them  in  a  survivable  layup  so  that 

Ms.  Meyers.  Thank  you. 

Mr.  Faleomavaega.  Would  the  chairman  yield? 

Chairman  GiLMAN.  Mr.  Faleomavaega. 

Mr.  Faleomavaega.  Mr.  Chairman,  I  just  want  to  clarify  for  the 
record  my  reason  for  asking  Admiral  Wright  the  certain  questions, 
and  my  concern  that  I  want  to  be  absolutely  certain  that  Israel's 
security  interests  are  not  compromised  by  the  administration's  of- 
fers to  sell  or  to  transfer  these  vessels  to  these  countries,  and  I  am 
not  questioning  the  integrity  of  these  countries  for  their  interest  in 
wanting  to  purchase  these,  but  I  want  to  be  certain  that  Israel's 
security  is  not  compromised  in  view  of  this  transfer. 

Chairman  GiLMAN.  Thank  you,  Mr.  Faleomavaega.  Admiral,  from 
the  statements  you  have  heard  by  the  members  today,  it  is  obvious 
there  is  some  skepticism  with  regard  to  these  proposed  sales,  and 
I  would  urge  you  to  go  back  and  take  another  look  at  the  proposal 
before  we  go  into  markup.  Thank  you,  admiral,  for  your  time  and 
for  being  with  us  today. 

Admiral  Wright.  Thank  you,  Mr.  Chairman. 

Chairman  GiLMAN.  Secretary  Pelletreau.  I  want  to  welcome  our 
Assistant  Secretary  for  Near  East  and  South  Asian  Affairs,  at  the 
State  Department,  Ambassador  Robert  Pelletreau,  to  our  commit- 
tee this  morning,  and  we  regret  the  delay  due  to  the  vote  that  oc- 
curred. 

We  are  looking  forward  to  discussing  with  you  the  latest  develop- 
ments in  the  Middle  East,  part  of  the  world  where  something  criti- 
cal is  always  going  on.  There  is  much  to  talk  about  today,  including 
the  progress,  or  lack  of  it,  concerning  the  Arab  Israeli  negotiations, 
the  two  remaining  Middle  East  negotiating  tracks,  sanctions 
against  Iraq,  United  States  policy  toward  Iran,  and  some  of  our 
military  interests  in  that  part  of  the  world. 

Admiral  Pelletreau,  you  may  proceed  unless  our  ranking  member 
may  have  some  comments. 

Please  proceed. 
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STATEMENT  OF  HON.  ROBERT  H.  PELLETREAU,  ASSISTANT 
SECRETARY  OF  STATE  FOR  NEAR  EAST  AFFAIRS,  DEPART- 
MENT OF  STATE 

Mr.  PELLETREAU.  Thank  you,  Mr.  Chairman.  I  have  submitted  a 
full  statement  for  the  record.  Let  me  quickly  review  the  major  de- 
velopments during  the  last  4  months  since  I  last  appeared  before 
this  committee. 

Chairman  Oilman.  The  full  statement  will  be  made  part  of  the 
record  without  objection. 

Mr.  PELLETREAU.  Thank  you.  The  United  States  continues  its  ac- 
tive involvement  in  promoting  peace  in  the  Middle  East.  On  the  Is- 
raeli-Palestinian track  we  are  supporting  intensive  efforts  by  the 
parties  to  conclude  an  agreement  to  implement  the  next  phase  of 
the  Declaration  of  Principles.  This  involves  a  sensitive  three-part 
negotiation.  On  transferring  additional  areas  of  authority  to  the 
Palestinians,  redeployment  of  Israeli  forces  in  the  West  Bank,  and 
the  holding  of  Palestinian  elections.  The  issues  are  complex,  and 
while  the  target  dates  for  completion  have  slipped  somewhat,  the 
two  sides  are  negotiating  hard  and  in  good  faith.  They  did  not 
allow  the  terrorist  bombing  at  Ramat  Gan  on  July  24  to  throw 
them  off  balance.  While  condemning  the  attack — and  Chairman 
Arafat  did  condemn  it  and  offer  his  condolences  to  the  families  of 
the  victims — they  quickly  returned  to  the  negotiating  table.  Hold- 
ing Palestinian  elections  before  the  end  of  the  year  or  early  next 
year  would  constitute  a  real  breakthrough  and  mark  genuine 
progress  in  the  process  of  establishing  peace  between  Israelis  and 
Palestinians. 

Security  cooperation  between  the  Palestinian  police  and  Israeli 
security  authorities  has  continued  to  improve,  and  Prime  Minister 
Rabin  has  acknowledged  that  this  is  the  case,  but  more  must  be 
done  to  ensure  that  the  maximum  effort  is  made  to  stem  terrorism 
and  establish  respect  for  the  rule  of  law. 

After  a  period  of  declining  standards  of  living  in  the  Palestinian 
self-governing  areas  we  are  beginning  to  see  a  turnaround  led  by 
the  private  construction  sector.  The  establishment  of  a  regular  co- 
ordinating mechanism  between  the  Palestinian  authority,  Israel 
and  the  major  donor  nations  has  improved  the  flow  of  assistance. 

Of  the  $150  million  authorized  by  the  Congress  for  aid-adminis- 
tered assistance  to  the  Palestinians  in  fiscal  years  1994  and  1995, 
$130  million  has  been  obligated  and  we  are  in  the  process  of  obli- 
gating the  remaining  $20  million  in  the  coming  few  weeks. 

I  strongly  urge  the  Congress  to  approve  a  further  short-term  ex- 
tension of  the  Middle  East  Peace  Facilitation  Act  which  expires  on 
August  15.  A  lapse  of  authority  under  the  act  would  be  especially 
detrimental  at  this  critical  time  in  the  Israeli  Palestinian  talks  and 
improved  implementation  of  donor  assistance. 

Jordan  and  Israel  continue  to  take  steps  to  implement  their  trea- 
ty of  peace.  Most  of  the  subagreements  called  for  in  the  basic  treaty 
have  now  been  negotiated.  Ambassadors  have  been  exchanged. 
Last  week  the  Jordanian  Parliament  approved  legislation  harmo- 
nizing its  existing  laws  with  the  provisions  of  the  treaty,  most  no- 
tably in  the  area  of  ending  all  aspects  of  the  Arab  boycott. 

We  are  grateful  to  the  Congress  for  approving  $275  million  re- 
quested by  the  administration  to  forgive  Jordan's  debt.  This  action 
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not  only  demonstrates  U.S.  support  for  the  bold  action  taken  by 
King  Hussein  in  making  peace  but  also  improves  the  Jordanian 
balance  sheet  at  a  critical  juncture  as  the  government  prepares  to 
host  the  Amman  Economic  Summit  in  October.  This  important  con- 
ference will  introduce  to  private  business  leaders  new  commercial 
opportunities  and  projects  that  are  opening  up  as  a  result  of 
progress  in  the  peace  process.  We  believe  it  should  attract  wide- 
spread interest  and  attention. 

Negotiations  between  Israel  and  Syria  achieved  some  progress 
during  the  period.  As  a  result  of  Secretary  Christopher's  June  visit, 
the  Syrian  and  Israeli  chiefs  of  staff  met  in  Washington  under 
United  States  auspices  at  the  end  of  June  to  discuss  security  is- 
sues. Ambassador  Dennis  Ross  then  consulted  with  leaders  in  the 
area  in  mid-July. 

Based  on  our  discussions  with  both  parties  over  the  past  month, 
we  believe  it  is  possible  to  make  progress  on  the  substance  of  secu- 
rity arrangements.  The  sequence  which  the  Secretary  announced  in 
Damascus  of  convening  meetings  of  military  experts  as  the  next 
step  offers,  in  our  judgment,  the  most  effective  way  to  deal  with  the 
substantive  issues.  We  are  in  contact  with  both  parties  on  moving 
the  negotiations  forward. 

The  issue  of  foreign  or  international  observer  force  on  the  Golan 
as  part  of  a  peace  treaty  between  Israel  and  Syria  has  not  to  this 
point  been  raised  in  negotiations.  It  would,  therefore,  be  premature 
for  the  Congress  to  consider  the  subject  of  whether  or  how  the 
United  States  might  participate  in  such  a  force.  Indeed,  congres- 
sional action  to  restrict  preemptively  the  use  of  U.S.  forces  could 
be  harmful  to  the  negotiations. 

I  respectfully  urge,  Mr.  Chairman,  that  in  order  to  allow  the  two 
parties  maximum  flexibility  in  their  negotiations  Members  of  the 
Congress  withhold  judgment  on  this  issue  and  not  take  any  action 
at  this  time. 

I  also  give  the  administration's  assurance  that  we  will  consult 
fully  with  you  if  and  when  this  issue  becomes  ripe. 

Turning  to  the  Gulf,  the  United  States  has  continued  to  be  active 
in  containing  the  threat  that  Iran  and  Iraq  each  pose  to  the  secu- 
rity and  stability  of  that  vital  area. 

With  respect  to  Iran,  the  President's  decision  in  May  to  impose 
a  trade  and  investment  embargo  made  clear  the  intensity  of  our  ob- 
jection to  Iran's  support  for  terrorism,  opposition  to  the  Middle 
East  peace  process  and  desire  to  acquire  nuclear  weapons.  Our  ac- 
tions have  focused  greater  international  attention  on  these  issues, 
tightened  the  economic  pressure  on  the  Iranian  regime  and 
strengthened  our  hand  in  urging  other  states  to  add  to  this  pres- 
sure in  ways  that  will  increase  the  cost  to  Iran  of  continuing  these 
policies  as  well  as  the  incentive  to  change  them. 

Russia  has  agreed — along  with  23  Western  governments — to  sign 
no  new  contracts  that  would  provide  Iran  with  sophisticated  weap- 
ons systems  or  sensitive  dual-use  technology.  Russia  has  also 
agreed  to  review  with  us  its  nuclear  cooperation  with  Iran  as  part 
of  the  Gore-Chernomyrdin  discussions.  We  are  continuing  our  high- 
level  dialogue  to  try  to  persuade  the  Russians  of  the  dangers  and 
disadvantages  of  working  with  Iran  in  the  nuclear  field. 
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Iraq  has  still  not  met  its  obligations  as  defined  by  the  Security 
Council  in  the  wake  of  its  invasion  of  Kuwait  5  years  ago  today. 
Thus,  in  July  the  Council  once  again  unanimously  renewed  the 
sanctions.  Baghdad's  admission  after  more  than  3  years  of  decep- 
tion and  lies  of  an  extensive  biological  weapons  program  will  re- 
quire meticulous  verification  by  experts  of  the  U.N.  special  commis- 
sion. There  are  serious  shortfalls  in  Iraq's  performance  with  respect 
to  other  requirements  as  well,  such  as  accounting  for  the  some  600 
Kuwaitis  and  others  still  missing  and  returning  stolen  Kuwaiti  as- 
sets, like  the  Kuwaiti  military  equipment  now  being  used  by  Iraqi 
Republican  Guard  units. 

It  is  also  regrettable  that  Iraq  has  not  taken  advantage  of  Reso- 
lution 986,  simplifying  procedures  under  which  it  could  sell  oil  to 
purchase  food  and  medical  supplies  for  its  people.  Although  Iraqi 
elites  continue  to  live  well,  rejection  of  this  mechanism  emphasizes 
the  callous  indifference  of  Saddam's  regime  to  the  suffering  of  the 
Iraqi  people  for  which  it  alone  is  responsible. 

The  United  States  will  continue  to  insist  on  overall  compliance 
with  all  the  requirements  of  the  security  council  resolutions  before 
any  modification  of  the  sanctions  can  be  considered. 

Thank  you,  Mr.  Chairman.  I  am  ready  to  answer  any  questions. 

[The  prepared  statement  of  Mr.  Pelletreau  appears  in  the  appen- 
dix.! 

Ms.  Meyers.  How  much  credence  is  there  to  the  report  that 
Arafat  has  promised  that  the  Palestinian  covenant  will  be  amended 
to  remove  references  calling  for  the  destruction  of  Israel  2  months 
after  the  council  is  elected?  What  assurances  have  we  received  that 
the  changes  to  the  covenant  will  take  place  as  promised? 

Mr.  Pelletreau.  Chairman  Arafat  has  promised  both  to  our 
Government  and  to  the  Israeli  Government  that  he  would  seek 
changes  in  the  Palestinian  charter.  He  has  not  up  to  this  point 
been  able  to  convene  the  Palestine  National  Council,  but  he  has 
promised  that  during  elections  he  would  run  in  those  elections  on 
a  platform  of  changing  those  provisions  of  the  charter  and  that  an 
elected  council  which  he  headed  postelections  would  do  so  in  a 
prompt  and  reasonable  time. 

Ms.  Meyers.  It  is  my  understanding  that  at  the  upcoming  U.N. 
General  Assembly  Yasser  Arafat  was  going  to  be  treated  as  a  head 
of  state  and  not  within  the  structure  of  the  observer  organization. 
What  is  the  status  of  that  situation?  Is  the  United  States  taking 
steps  to  assure  that  Yasser  Arafat  is  not  treated  as  a  head  of  state? 

Mr.  Pelletreau.  The  short  answer  to  that  question  is  yes,  and 
I  would  like  to  explain  what  we  have  been  doing  and  what  has 
been  happening  in  that  regard.  The  U.N.  General  Assembly  will 
hold  a  special  commemorative  meeting  October  22  to  24  to  cele- 
brate the  U.N.'s  50th  anniversary.  A  preparatory  meeting  is  held 
numerous  meetings  over  the  past  year  on  arrangements  for  that 
commemorative  session.  The  committee  decided  last  November  to 
invite  the  PLO  as  well  as  all  members,  observer  states  and  ob- 
server organizations  to  the  commemoration,  and  arrangements  for 
the  sequence  of  speakers  were  adopted  by  the  UNGA  by  consensus 
on  May  24. 

Throughout  these  discussions  one  of  our  concerns  was  that  the 
PLO  not  use  its  participation  in  the  anniversary  to  seek  to  change 
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its  status  as  an  observer  organization,  and  we  believe  that  the  out- 
come of  the  preparatory  discussions  did  safeguard  against  that  pos- 
sibility. We  joined  the  consensus  on  speaking  arrangements,  and 
when  we  did  so  the  U.S.  representative  publicly  expressed  the  U.S. 
view  that  these  arrangements  do  not  affect  the  observer  status  of 
any  of  the  participants. 

As  it  was  decided  by  the  preparatory  committee,  lots  were  drawn 
to  determine  specific  speaker  times,  and  the  PLO  drew  a  lot  on  the 
first  day.  For  each  session  the  speakers  are  then  arranged  by  cat- 
egory in  the  following  sequence.  Heads  of  state  would  come  first. 
Vice  Presidents,  crown  princes  or  princesses,  then  heads  of  govern- 
ment, then  ranking  officials  of  observer  states  or  organizations — 
states  such  as  Switzerland  and  the  Holy  See  or  organizations  such 
as  the  PLO  as  an  observer  organization;  then  after  that  ministers, 
permanent  representatives  and  lower-ranking  officials. 

Now,  as  this  sequence  indicates  Chairman  Arafat  would  not 
enjoy  a  coequal  status  as  a  head  of  state.  We  have  acted  in  a  way 
that  preserves  the  distinction,  and  the  PLO  will  be  in  the  category 
of  an  observer  status. 

Ms.  Meyers.  Thank  you,  Mr.  Secretary.  Finally,  has  there  been 
any  significant  private  investment  in  the  territory  run  by  the  Pal- 
estinian authority,  and  what  barriers  remain  to  private  investment 
in  the  Palestinian  authority?  Who  would  have  the  ability  to  remove 
those  barriers? 

Mr.  Pelletreau.  We  have  seen  quite  a  bit  of  private  investment 
in  the  construction  sector,  and  a  lot  of  that  is  individuals  repatriat- 
ing money  or  sending  money  into  the  Palestinian  self-governing 
areas  for  construction  projects,  some  of  them  fairly  large,  some  of 
them  individual  residents;  but  as  yet  there  has  not  been  a  clear 
Palestinian  set  of  laws  and  regulations  that  would  protect  the  in- 
vestments of  major  outside  investors.  They  are  working  on  that.  It 
has  not  been  put  into  effect  yet.  I  think  that  is  very  important  as 
a  foundation  stone  for  attracting  further  investments  so  that  inves- 
tors could  be  assured  that  their  investments  would  all  be  treated 
according  to  law  and  a  legal  basis.  I  think  that  has  been  one  of  the 
principal  impediments  to  major  foreign  investment  at  this  time. 

Another  impediment  has  been  the  fact  that  over  the  past  few 
months  we  have  had  repeated  closures  and  reopenings  of  the  Pal- 
estinian self-governing  areas  between  them  and  Israel,  so  that  po- 
tential investors  in  that  kind  of  a  situation  have  not  been  able  to 
be  assured  of  a  timely  flow  of  construction  goods  and  inputs  into 
investments.  A  lot  of  progress  has  been  made  between  the  Palestin- 
ian authority  and  Israel  in  developing  procedures  so  that  there 
would  not  need  to  be  such  disruptive  closures  in  the  future,  and  we 
hope  that  will  be  the  case. 

Ms.  Meyers.  In  the  past  Palestinians  working  in  other  Arab 
countries  had  money  deducted  from  their  incomes  and  sent  by  the 
countries  in  which  they  were  working  back  to  the  PLO.  The  num- 
ber of  Palestinians  working  in  those  countries  has  probably  de- 
creased, but  is  that  practice  continuing  with  the  money  being  sent 
back  to  the  Palestinian  authority  and  how  much  money  does  the 
Palestinian  authority  get  through  this  source? 

Mr.  Pelletreau.  The  major  areas  where  that  arrangement  was 
in  effect  were  in  the  gulf,  and  those  arrangements  basically  ceased 
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at  the  time  of  the  Iraqi  invasion  of  Kuwait,  and  since  then  some 
states  have  returned  to  the  Palestinians  the  amounts  that  were 
held  on  deposit;  other  states  have  made  contributions  to  Palestin- 
ian economic  development  either  through  the  Hoist  Fund  adminis- 
tered by  the  World  Bank  or  others,  and  in  some  cases  there  is  an 
ongoing  controversy  between  the  Palestinian  authority  and  those 
states  as  to  whether  they  owe  something  or  not.  But  I  do  not  be- 
lieve that  that  continues  to  be  an  active  practice  today. 

Ms.  Meyers.  Thank  you.  Mr.  Hamilton. 

Mr.  Hamilton.  Mr.  Secretary,  thank  you  for  coming.  I  want  to 
try  to  cover  a  lot  of  ground  fairly  quickly.  What  happens  if  we  don't 
extend  the  Middle  East  Peace  Facilitation  Act?  We  have  to  deal 
with  that  in  the  next  day  or  two  in  the  House. 

Mr.  Pelletreau.  Well,  what  would  happen,  I  think,  is  there 
would  no  longer  be  authority  for  the  Palestinians  to  have  an  office 
here,  and  the  United  States  would  not  be  able  to  extend  assistance 
to  the  Palestinians  for  economic  development. 

Mr.  Hamilton.  Would  it  seriously  jeopardize  the  peace  process? 

Mr.  Pelletreau.  It  would  certainly  send  a  contrary  signal  to  the 
signal  which  the  United  States  Government  is  trying  to  send  of 
supporting  the  Palestinian-Israeli  negotiations. 

Mr.  Hamilton.  So  you  strongly  favor  the  extension  of  it? 

Mr.  Pelletreau.  I  would  strongly  favor  the  extension,  yes. 

Mr.  Hamilton.  And  if  it  is  not  extended,  it  complicates  matters 
considerably,  is  that  fair? 

Mr.  Pelletreau.  It  complicates  matters  and  sends  a  very  nega- 
tive signal. 

Mr.  Hamilton.  I  noticed  your  comment  about  members  withhold- 
ing judgment  about  U.S.  observers  on  the  Golan  until  you  have  a 
peace  agreement.  I  appreciated  that.  I  just  want  to  urge  you  to 
begin  to  contact  members  directly  on  that  issue  because  a  lot  of  our 
members  are  already  addressing  it.  I  think  you  understand  the  dif- 
ficulties, and  you  are  going  to  very  quickly  find  yourself  in  a  situa- 
tion where  you  would  not  have  majority  vote  to  support  something 
like  that  unless  these  contacts  are  quickly  made. 

Next,  I  noticed  that  Prime  Minister  Rabin  barely  defeated  a  vote 
to  require  a  supermajority  on  the  Knesset  to  approve  any  with- 
drawal from  the  Golan.  I  also  noticed  a  press  release  indicating 
that  our  Ambassador  there  had  said — and  this  disturbed  me  a 
great  deal — ^that  if  a  majority  voted  against  withdrawal  from  the 
Golan  in  a  referendum,  American  aid  to  Israel  would  drop  accord- 
ingly. 

Do  you  know  an3^hing  about  that? 

Mr.  Pelletreau.  I  do  not  know  anything  about  that,  and  I  think 
it  is  highly  unlikely  that  any  statement  like  that  would  have 
been 

Mr.  Hamilton.  Would  you  check  into  that  for  me?  That  kind  of 
a  threat,  I  think,  is  really  uncalled  for.  It  is  an  important  issue, 
obviously,  but  we  ought  not  to  be  threatening  that  kind  of  thing, 
it  seems  to  me. 

On  Iraq,  I  just  want  to  be  sure  that  I  understand  United  States 
policy.  Is  it  our  policy  that  if  necessary  we  would  veto  any  Security 
Council  resolution  lifting  sanctions  until  we  deem  Iraq  is  in  compli- 
ance with  all  of  the  gulf  war  U.N.  resolutions? 
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Mr.  Pelletreau.  Our  policy  is  to  require  overall  compliance  with 
Iraq's  obligations  under  those  resolutions. 

Mr.  Hamilton.  All  the  resolutions. 

Mr.  Pelletreau.  All  of  the  resolutions. 

Mr.  Hamilton.  So  we  would  veto  any  Security  Council  resolution 
that  would  lift  those  sanctions  or  any  part  of  those  sanctions  if  we 
felt  they  were  not  in  compliance  with  all  the  resolutions,  is  that 
correct? 

Mr.  Pelletreau.  At  the  present  time  we  believe  that  a  clear  ma- 
jority of  the  Council  thinks  the  same  way  we  do,  and  if  necessary 
we  would  use  the  veto. 

Mr.  Hamilton.  You  would  veto.  And  so  I  have  stated  the  policy 
correctly  so  far  as  you 

Mr.  Pelletreau.  In  a  short-handed  term,  yes. 

Mr.  Hamilton.  OK.  With  regard  to  the  policy  on  Iran  where  we 
have  a  ban  on  United  States  trade  and  investment,  I  understand 
that  some  of  the  countries  support  us  with  regard  to  the  sale  of 
weapons  and  sensitive  dual-use  technology.  That  was  in  your  state- 
ment. But  does  any  country  now  in  the  G-7  support  this  ban,  and 
if  they  do  not,  what  use  is  it? 

Mr.  Pelletreau.  The  imposition  of  the  restrictions  by  the  United 
States  has  strengthened  our  hand  in  dealing  with  other  countries 
in  urging  them  also  to  increase  their  economic  pressures  on  Iran. 
Since  we  have  made  that  statement  and  imposed  those  restrictions, 
no  country  of  the  G— 7  has  extended  any  additional  credits  or  guar- 
antees to  Iran,  and  the 

Mr.  Hamilton.  So  there  are  indications  then  that  the  G-7  mem- 
bers are  tightening  their  trade  and  credit  policies  in  response  to 
our  initiative? 

Mr.  Pelletreau.  They  are  certainly  not  loosening  them. 

Mr.  Hamilton.  Not  loosening  them,  but  are  they  tightening? 

Mr.  Pelletreau.  We  would  have  to  go  country  by  country  to  look 
at  the  situation. 

Mr.  Hamilton.  Now,  all  of  the  countries  are  trading  with  Iran. 

Mr.  Pelletreau.  All  of  the  countries  are  trading  with  Iran. 

Mr.  Hamilton.  Excluding  the  weapons  and  the  dual-use  tech- 
nology and  so  forth. 

Mr.  Pelletreau.  Iran  is  having  trouble  finding  markets  for  the 
oil  that  is  not  being  purchased  by  United  States  companies  that 
was  being  purchased  by  United  States  companies  before.  The  value 
of  the  Iranian  rial  took  a  real  nosedive  after  we  imposed  the  em- 
bargo. It  has  not  come  back  fully,  and  foreign  exchange  is  really 
in  short  supply  in  Iran  these  days;  so  I  think  there  has  been  con- 
siderable effect,  and  we  are  in  a  very  strong  position  to  continue 
urging  the  G— 7  to  take  a  tough  line. 

Mr.  Hamilton.  But  we  are  not  getting  much  cooperation  from 
them. 

Mr.  Pelletreau.  If  you  mean  in  the  sense  of  them  imposing 
total  embargoes,  no.  In  the  sense  that  they  are  not  extending  addi- 
tional credits  or  guarantees,  yes. 

Mr.  Hamilton.  So  the  picture,  then,  is  one  of  continuing  to  trade 
but  not  extending  credits,  is  that  correct? 

Mr.  Pelletreau.  That  is  correct. 
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Mr.  Hamilton.  I  understand  you  had  a  meeting  with  the  Gibbs 
&  Hill  people  with  respect  to  that  claim.  What  are  your  expecta- 
tions from  that  meeting  and  your  follow  up  to  it?  Do  you  know? 

Mr.  Pelletreau.  That  is  the  second  meeting  that  I  have  helped 
arrange  between  Senator  Laudenberg  and  the  owners  of  the  claim, 
Hill  International,  and  Prince  Bandar  of  Saudi  Arabia.  I  attended 
that  session,  too.  We  strongly  have  urged  the  parties  to  reach  a 
mutually  satisfactory  settlement.  I  would  like  to  think  we  are  mak- 
ing progress  on  that,  but  Mr.  Hamilton,  I  must  be  absolutely  hon- 
est— I  can't  tell  you  whether  we  are  making  progress  or  not. 

Mr.  Hamilton.  Will  there  be  some  kind  of  a  follow  up  on  that 
by  you? 

Mr.  Pelletreau.  Well,  I  am  following  up  on  a  regular  basis  to 
urge  that  a  settlement  be  reached,  and  I  followed  up  this  week 
talking  both  to  Mr.  Richter  and  to  the  Saudi  Embassy. 

Mr.  Hamilton.  Finally,  I  think  Jordan  continues  to  import  oil 
from  Iraq,  as  I  understand  the  situation. 

Mr.  Pelletreau.  Yes. 

Mr.  Hamilton.  And  that  is  in  violation  of  the  U.N.  sanctions,  but 
the  Gulf  States  won't  sell  any  oil  to  Jordan,  as  I  understand  it.  Is 
it  our  policy  now  to  press  the  Gulf  States  to  sell  oil,  to  resume  oil 
sales  to  Jordan? 

Mr.  Pelletreau.  It  isn't  quite  just  the  situation  that  they  won't 
sell  oil  to  Jordan.  It  is  a  question  of  providing  oil  to  Jordan  at  any- 
where near  the  rate  and  the  price  that  they  are  getting  it  from 
Iraq. 

The  imports  into  Jordan  amount  to  about  70,000  barrels  a  day. 
We  have  spoken  on  numerous  occasions  with  different  gulf  govern- 
ments about  the  possibilities  of  them  replacing  that  transaction, 
and  that  has  not  occurred. 

Mr.  Hamilton.  Iraq  sells  it  cheaper  than  the  Gulf  States  will  sell 
it,  is  that  it? 

Mr.  Pelletreau.  That  is  part  of  it,  and  part  of  it  is  that  there 
has  not  been  a 

Mr.  Hamilton.  Are  they  just  playing  with  the  price  in  order  to 
stop  selling  oil  to  Jordan? 

Mr.  Pelletreau.  No.  There  is  also  an  ongoing  tension  and  dif- 
ficulties in  their  relations  with  Jordan. 

Mr.  Hamilton.  That  affect  the  price. 

Mr.  Pelletreau.  That  affects  their  willingness  to  sell. 

Mr.  Hamilton.  And  we  are  pushing  the  Gulf  States  to  resume 
oil  sales  to  Jordan,  are  we  not? 

Mr.  Pelletreau.  We  have  spoken  with  a  number  of  the  gulf  gov- 
ernments about  the  possibility  of  providing  oil  to  Jordan,  yes. 

Mr.  Hamilton.  Can't  put  it  a  little  stronger? 

Mr.  Pelletreau.  I  wouldn't  say  quite  in  the  sense  of  resuming 
oil  sales  because  that  assumes  that  there  were  considerable  oil 
sales  in  the  past,  and  I  am  not  aware  of  such  oil  sales  in  the  past. 

Mr.  Hamilton.  It  just  seems  to  me,  Mr.  Secretary,  that  that  is 
something  that  ought  to  be  done.  This  is  an  untenable  situation. 
They  are  importing  oil  from  Iraq,  they  are  having  to  buy  oil  from 
Iraq.  That  is  in  violation  of  the  U.N.  sanctions.  We  ought  to  get 
some  cooperation  out  of  those  Gulf  States. 

Mr.  Pelletreau.  I  agree  with  that. 
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Mr.  Hamilton.  Thank  you.  Thank  you,  Mr.  Chairman. 

Chairman  Oilman.  Thank  you,  Mr.  Hamilton.  I  would  like  to  in- 
terrupt for  a  moment  to  introduce  a  distinguished  delegation  of 
British  Parliamentarians  and  European  Parliamentarians  who  are 
here  working  as  friends  of  Cyprus  and  have  been  meeting  with 
some  of  our  officials.  We  welcome  the  delegation  to  our  House 
International  Relations  Committee  hearing. 

Mr.  Lantos. 

Mr.  Lantos.  Thank  you,  Mr.  Chairman,  and  I  want  to  add  my 
personal  welcome  to  Lord  Bethel,  an  indefatigable  fighter  for 
human  rights  from  London. 

I  want  to  echo  Mr.  Hamilton's  last  comments.  The  world 
changes — we  all  understand  Jordan's  mistake  in  siding  with  Iraq 
during  the  Kuwaiti  crisis,  but  we  have  put  it  behind  us.  The  Israe- 
lis put  it  behind  them,  and  obviously  the  Gulf  States  should  put 
it  behind  them,  and  I  think  there  is  no  justification  for  us  not  ex- 
erting real  pressure  on  them  to  sell  their  oil  to  Jordan,  and  I 
strongly  urge  you  to  proceed  along  those  lines. 

Mr.  Secretary,  how  would  you  characterize  Hamas? 

Mr.  Pelletreau.  Hamas  is  a  religiously  based  organization  of 
Palestinians  that  seeks  as  a  matter  of  policy  to  establish  an 
Islamically  based  government  throughout  the  areas  of  Israel  and 
Palestinian  territories  and  is  willing  to  use  violence  and  terrorism 
to  achieve  those  aims. 

Mr.  Lantos.  Is  it  willing  to  use  or  has  it  used  terrorism  as  one 
of  its  modus  operandi? 

Mr.  Pelletreau.  Both,  both.  It  has  used  terrorism  to  try  to  un- 
dermine peace  negotiations,  and  I  think  that  willingness  still  exists 
within  the  militants  of  Hamas. 

Mr.  Lantos.  We  have  in  custody  one  of  the  Hamas  leaders,  and 
I  want  to  get  your  official  views  as  to  what  will  happen  to  the  Is- 
raeli request  to  have  him  extradited.  I  don't  think,  unless  this  ex- 
tradition does  indeed  take  place,  we  will  have  any  authority  any 
where  in  demanding  extradition  in  similar  situations,  and  I  would 
expect  Secretary  Christopher  and  others  who  are  involved  in  this 
issue,  primarily  yourself,  to  push  for  extradition,  and  I  wonder  if 
you  would  care  to  share  the  position  with  us. 

Mr.  Pelletreau.  We  have  received  from  the  Government  of  Is- 
rael a  preliminary  request  for  arrest  preparatory  to  presenting  a 
request  for  extradition.  Mr.  Abu  Marzook  is  currently  under  deten- 
tion in  New  York.  There  is  a  hearing  today.  The  request  for  extra- 
dition will  be  examined  in  our  courts  in  accordance  with  the  United 
States-Israeli  extradition  treaty,  and  it  will  be  treated  by  us  as  a 
legal  matter,  not  a  political  matter,  and  Mr.  Abu  Marzook,  like  any 
other  defendant  before  a  United  States  court  will  receive  fair  and 
nondiscriminatory  treatment. 

Mr.  Lantos.  Well,  I  still  don't  know  what  the  State  Department's 
position  is  on  extradition. 

Mr.  Pelletreau.  We  would  like  to  see  the  United  States-Israeli 
extradition  treaty  fully  observed. 

Mr.  Lantos.  I  still  don't  know  what  our  position  is  on  extraditing 
this  individual,  Mr.  Secretary. 
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Mr.  Pelletreau.  Our  position  on  extradition  will  be  determined 
by  the  judicial  branch  of  the  United  States  in  accordance  with  the 
treaty  between  Israel  and  the  United  States. 

Mr.  Lantos.  The  State  Department  has  no  position? 

Mr.  Pelletreau.  We  normally  do  not  comment  on  items  that  are 
sub  judice  within  our  legal  court  system. 

Mr.  Lantos.  Well,  I  want  to  advise  you  that  I  am  introducing  a 
resolution  today  calling  for  extradition,  and  I  would  expect  the 
State  Department  to  support  that  resolution. 

Let  me  move  on  to  Libya.  Libya  is  scheduled  to  have  a  Security 
Council  seat  in  the  next  session.  To  have  this  terrorist  state,  re- 
sponsible for  the  Pan  Am  bombing  and  the  death  of  a  large  number 
of  American  citizens,  occupy  a  seat  on  the  U.N.  Security  Council 
will  continue  to  further  erode  respect  for  the  United  Nations  in  this 
country  and  in  the  Congress. 

What  steps  is  the  Department  taking  to  prevent  Libya  from  tak- 
ing a  Security  Council  seat? 

Mr.  Pelletreau.  We  are  also  opposed,  Mr.  Lantos,  to  having 
Libya  assume  a  seat  on  the  Security  Council.  We  do  not  believe  it 
is  appropriate  for  a  state  which  itself  is  not  complying  with  resolu- 
tions of  the  Security  Council  to  have  a  seat  on  the  Security  Council. 
We  have  taken  up  this  issue  with  members  of  the  block  of  states 
for  which  that  Security  Council  seat  would  be  represented,  and  we 
will  continue  to  take  it  up,  and  if  necessary  we  will  defeat  it  in  a 
general  vote  in  the  General  Assembly. 

Mr.  Lantos.  What  is  your  present  appraisal  of  the  likelihood  of 
such  a  defeat? 

Mr.  Pelletreau.  I  believe  the  votes  are  there,  sir. 

Mr.  Lantos.  We  have  had  some  problems  with  Saudi  Arabia  con- 
cerning cooperation  with  respect  to  a  Lebanese  terrorist.  You  are 
familiar  with  the  case? 

Mr.  Pelletreau.  I  am. 

Mr.  Lantos.  Could  you  tell  us  what  the  status  of  the  case  is? 

Mr.  Pelletreau.  This  issue  came  up  when  we  asked  the  Saudis 
for  their  cooperation  in  detaining  a  Lebanese  aircraft.  The  Leba- 
nese aircraft  was  not  detained,  and  we  will  never  know  for  sure 
whether  the  individual  we  were  seeking  was  on  that  aircraft  or  not. 
We  had  some  information  indicating  that  he  was.  We  expressed  our 
strong  disappointment  to  the  Grovernment  of  Saudi  Arabia. 

Mr.  Lantos.  Could  the  Saudi  Government  have  cooperated  with 
us,  had  it  chosen  to  cooperate  with  us,  was  our  request  a  timely 
request,  Mr.  Secretary? 

Mr.  Pelletreau.  It  was  a  very  short-notice  request,  but  I  believe 
there  could  have  been  better  cooperation. 

Mr.  Lantos.  And  what  excuse  did  the  Saudi  Government  give  for 
its  failure  to  cooperate  with  its  principal  Western  friend? 

Mr.  Pelletreau.  In  the  course  of  discussions,  some  of  which  I 
was  not  part  of,  some  of  which  I  was  part  of,  there  were  questions 
about  internal  communication  within  the  Saudi  Government  that 
was  somewhat  deficient;  there  was  a  question  with  respect  to  the 
absence  of  any  international  warrant  or  any  Interpol  request  in 
this  particular  case,  and  that  is  true — there  was  not  an  inter- 
national warrant;  there  was  no  action  being  sought  through 
Interpol. 
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We  have  since  then  gone  over  in  some  detail  with  the  Saudis  the 
cooperation  that  we  would  like  to  see  in  such  cases  in  the  future. 
We  have  agreed  that  the  two  countries  would  work  to  improve  our 
security  cooperation  in  such  areas,  and  the  Saudi  Ambassador  has 
met  with  Judge  Freh  of  the  FBI  in  that  regard. 

Mr.  Lantos.  Well,  I  find  it  mind  boggling  that  a  country  which 
would  not  be  existing  today  had  the  American  people  not  chosen 
to  send  half  a  million  American  troops  at  the  time  of  the  Iraqi  in- 
vasion, a  Saudi  royal  family  which  would  now  be  living  on  the  Rivi- 
era, is  unable  to  cooperate  with  us  with  respect  to  the  detention  of 
a  Lebanese  terrorist  who  lands  at  a  Saudi  airport. 

Has  our  outrage  been  expressed  to  them  on  this  subject,  or  are 
we  treating  this  whole  issue  as  we  seem  to  be  treating  so  many 
others,  very  sol  voce? 

Mr.  Pelletreau.  No.  We  have  expressed  our  views  very  strongly, 
and  they  have  been  expressed  by  the  Secretary  of  State  himself. 

Mr.  Lantos.  And  do  we  have  assurances  that  there  will  not  be 
a  repetition  of  this  outrage? 

Mr.  Pelletreau.  Yes,  we  do. 

Mr.  Lantos.  Thank  you  very  much,  Mr.  Secretary.  Thank  you, 
Mr.  Chairman. 

Chairman  Oilman.  Mr.  Herman. 

Mr.  Berman.  Thank  you,  Mr.  Chairman.  The  United  States-Is- 
rael Science  and  Technology  Commission — I  was  involved  in  some 
early  meetings  of  that  which  was  created  back  in  1993 — has  that 
issue  come  up  in  the  questioning? 

Mr.  Pelletreau.  No,  it  has  not. 

Mr.  Berman.  The  Israeli  side  has  put  in  their  money;  we  have 
not.  What  is  the  problem?  Is  there  some  congressional  opposition 
to  it  somewhere  that  is  holding  it  up?  This  was  introduced  with 
great  fanfare  back  in  1993,  and  we  would  like  to  see  the  1995 
money,  the  fiscal  year  we  are  now  in,  money  put  up  for  this  as  well 
as  get  your  sense  of  the  likelihood  for  funding  in  1996  fiscal  year 
and  1997  fiscal  year,  all  of  which  were  part  of  the  original  proposal. 

Mr.  Pelletreau.  It  was  our  expectation  that  this  money  would 
come  from  Department  of  Commerce  funds,  which  when  we  looked 
more  carefully  we  were  not  able  to  identify,  and  I  am  hopeful  that 
we  will  be  able  to  meet  our  commitment  in  that  regard  in  the  near 
future. 

Mr.  Berman.  Well,  I  would  like  to  know  more  about  where  the 
problem  is,  where  we  might  be  able  to  be  helpful;  we  would  like 
to  see  that  get  going.  Some  projects  have  been  approved,  but  it  is 
because  the  Israeli  side  has  put  in  their  money;  we  haven't. 

I  want  to  go  back  to  Iraq  for  a  second.  I  know  you  touched  on 
it,  but  I  would  like  to  pay  better  attention  this  time  and  more 
clearly  understand  just  what  you  are  saying. 

Are  there  issues  beyond  the  question  of  whether  the  Iraqi  nu- 
clear missile,  chemical,  and  biological  weapons  programs  have  been 
halted  that  affect  the  question  of  whether  sanctions  should  con- 
tinue? 

Mr.  Pelletreau.  Yes,  there  are. 

Mr.  Berman.  What  are  those  issues? 

Mr.  Pelletreau.  Those  issues  include  accounting  for  the  Kuwai- 
tis and  others  who  were  missing  in  action;  they  include  the  return 
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of  stolen  Kuwaiti  assets,  military  and  nonmilitary;  they  include 
ceasing  support  for  terrorism;  and  ceasing  the  repression  of  their 
own  people  north  and  south. 

Mr.  Berman.  There 

Mr.  Pelletreau.  That  is  in  addition  to  the  weapons  monitoring 
and  weapons  accounting  requirements. 

Mr.  Berman.  Do  you  think  we  will  be  able  to  maintain  the  U.S. 
sanctions  until  those  specific  objectives  have  been  met  without 
needing  to  use  our  veto? 

Mr.  Pelletreau.  I  think  a  clear  majority  of  the  current  member- 
ship of  the  Security  Council  favors  the  same  standard  of  overall 
compliance  that  we  support. 

Mr.  Berman.  The  French  don't,  I  take  it? 

Mr.  Pelletreau.  That  is  right. 

Mr.  Berman.  And  finally,  there  has  been  a  published  report  that 
Russia  was  finalizing  preparations  to  immediately  resume  arms 
sales  to  Iraq  upon  lifting  of  international  sanctions,  including  deliv- 
eries of  new  fighter  aircraft,  tanks,  and  missile  systems. 

On  the  missile  systems,  I  believe  now  Russia  has  pledged  to  ad- 
here to  MTCR  guidelines. 

Mr.  Pelletreau.  Yes,  that  is  right. 

Mr.  Berman.  Are  you  aware  of  any  such  plans  to  begin  rebuild- 
ing Saddam  Hussein's  arsenal? 

Mr.  Pelletreau.  I  am  not  aware  of  such  plans,  and  Russia  has 
abided  by  the  international  sanctions.  There  may  have  been  discus- 
sions about  their  relationship  postsanctions — I'm  not  sure  at  this 
point. 

I  know  that  Iraq  has  a  considerable  debt  to  Russia  that  Russia 
would  like  to  see  beginning  to  be  repaid,  and  that  has  been  part 
of  what  they  have  discussed. 

Mr.  Berman.  Thank  you,  Mr.  Chairman. 

Chairman  Oilman.  Thank  you,  Mr.  Berman.  Mr.  Secretary,  I  just 
have  a  few  questions  I  would  like  to  go  over  with  you  before  we 
conclude. 

I  regret  that  I  was  called  out  of  the  room  for  part  of  your  testi- 
mony but  have  skimmed  over  it. 

The  Indonesian  Oovernment  recently  was  in  the  process  of  ex- 
tracting demands  from  Israel,  which  intended  to  send  a  team  there 
to  compete  at  an  international  archery  competition.  These  demands 
include  refusing  to  allow  the  team  to  compete  as  an  Israeli  team 
and  forbidding  the  Israeli  national  anthem  from  being  played. 

Did  we  try  to  express  any  opposition  to  that?  A  number  of  us  in 
the  Congress  have  written  to  the  Government  of  Indonesia  with  re- 
gard to  this  serious  issue. 

Mr.  Pelletreau.  Yes,  we  did  express  opposition  to  the  Indo- 
nesian Government  on  that.  What  the  government  tried  to  do — or 
did  do — was  impose  restrictions  on  the  Israeli  participation  in 
terms  of  using  their  flag,  playing  their  national  anthem,  that  sort 
of  thing. 

We  took  it  up  in  a  very  direct  fashion  with  the  Indonesian  Gov- 
ernment. The  Israeli  team,  of  course,  withdrew  at  the  imposition 
of  those  restrictions,  and  it  is  a  matter  that  we  are  very  upset  with, 
and  we  regret  very  much  that  the  Indonesian  Oovernment  did  not 
change  its  position  on  this. 
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Chairman  Oilman.  So  there  has  been  no  affirmative  response, 
then? 

Mr.  Pelletreau.  At  this  point  there  has  not  been  a  change  of 
Indonesian  position. 

Mr.  Berman.  Would  the  Chairman  yield  for  one  moment? 

Chairman  Oilman.  I  would  be  pleased  to  yield  to  the  gentleman. 

Mr.  Berman.  I  appreciate  the  Chairman  raising  that  issue.  What 
did  the  Indonesian  Government  say  when  you  approached  them  on 
this  issue?  What  is  their  justification  for  this  position? 

Mr.  Pelletreau.  I  am  sorry,  I  don't  have  that  specific  response. 

[The  response  follows:] 

Question.  (Regarding  Indonesian  government's  poor  treatment  of  the  Israeli  arch- 
ery team)  What  did  the  Indonesian  government  say  when  you  approached  them  on 
this  issue?  What  is  their  justification  for  this  position?  .  .  .  Where  was  it  raised? 
...  I  would  be  interested  in  knowing  what  the  Indonesian  response  was,  if  you 
could  somehow  make  that  available  to  me. 

Answer.  Before  the  August  1-6  Olympic  archery  qualifying  round  in  Jakarta,  we 
approached  the  Indonesian  government  at  senior  levels  to  convey  deep  concerns  at 
reports  that  Indonesia  was  planning  to  place  restrictions  on  Israeli  athletes  that 
were  not  placed  on  other  participants,  making  it  impossible  for  Israel  tot  participate 
on  the  same  basis  as  other  national  teams.  Secretary  Christopher  also  made  clear 
to  the  Indonesian  government  in  late  July  that  we  were  deeply  disappointed  by  the 
restrictions  imposed  on  Israeli  athletes.  In  the  end,  the  Indonesian  response  to  our 
approaches  was  noncommittal.  We  remain  in  touch  with  Israeli  officials  and  rep- 
resentatives of  the  International  Olympic  Conrunittee  to  ensure  that  the  Israeli  team 
will  not  suffer  in  any  way  at  the  Atlanta  games  because  of  Indonesia's  action. 

Mr.  Berman.  Where  was  it  raised?  Was  it  raised  in  the  Asia 

Mr.  Pelletreau.  It  was  raised  with  the  Indonesian  Oovemment 
in  the  area  and  also  with  the  World  Archery  Federation. 

Mr.  Berman.  I  would  be  interested  in  knowing  what  the  Indo- 
nesian response  was,  if  you  could  somehow  make  that  available  to 
me. 

Mr.  Pelletreau.  Yes,  I  would. 

Mr.  Berman.  Thank  you,  Mr.  Chairman. 

Chairman  OILMAN.  Thank  you  for  your  intervention.  Mr.  Sec- 
retary, Mr.  Berman  and  I  sponsored  a  letter  to  President  Suharto; 
there  were  over  50  cosigners  on  that,  and  we  certainly  would  wel- 
come more  of  a  detailed  response  than  we  have  received  to  date. 

Mr.  Secretary,  the  United  States  and  Israel  are  jointly  develop- 
ing the  Arrow  Missile  Defense  System,  a  program  which  Major 
Malcolm  O'Neill,  director  of  the  ballistic  Missile  Defense  Organiza- 
tion described  as  having  significant  benefit  to  our  Nation,  and  the 
Joint  Chiefs  of  Staff  said  that  development  of  an  effective  theater 
missile  defense  such  as  the  arrow  should  be  one  of  our  highest  pri- 
orities. 

How  do  you  view  continued  strategic  cooperation  with  regard  to 
that  kind  of  a  project,  and  how  important  is  it  for  us  to  continue 
this  kind  of  joint  research? 

Mr.  Pelletreau.  We  certainly  favor  continuation  of  our  joint  co- 
operation on  development  of  the  Arrow  missile.  That  kind  of  a 
short-range  antimissile  capability  would  have  important  benefits  to 
the  United  States  as  well  as  to  Israel,  and  we  are  participating 
fully,  I  believe,  in  that  cooperative  program  because  we  think  there 
will  be  substantial  benefits  to  the  United  States  from  it. 

Chairman  Oilman.  Well,  I  hope  that  we  would  continue  these 
kind  of  joint  endeavors,  since  they  are  mutually  beneficial. 
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Mr.  Secretary,  it  was  reported  recently  that  S5rria  and  Argentina 
were  discussing  the  purchase  of  an  Argentine  nuclear  reactor  sup- 
posed to  be  used  in  research. 

What  can  you  tell  us  about  that  development,  and  what  is  the 
Department's  position  about  Syria  trying  to  acquire  that  kind  of 
technology,  even  if  it  is  purportedly  for  peaceful  purposes? 

Mr.  Pelletreau.  We  would  be  opposed  to  any  introduction  into 
the  area,  any  kind  of  cooperation  that  would  lead  to  the  acquisition 
of  nuclear  weapons  by  any  state. 

Chairman  Oilman.  Have  we  expressed  that  to  Argentina? 

Mr.  Pelletreau.  Yes,  we  have,  and  in  that  regard  we  are  closely 
following  what  might  be  developing  in  this  area  and  we  will  con- 
tinue to  do  so. 

Chairman  Oilman.  Has  the  administration  seen  any  change  in 
Syria's  behavior  regarding  the  terrorist  groups  that  are  allowed  to 
operate  by  Syria,  such  as  the  Hezbollah? 

Mr.  Pelletreau.  We  have  seen  no  appreciable  change  in  co- 
operation between  Syria  and  Hezbollah. 

Chairman  Oilman.  And  what  about  Syria's  involvement  in  the 
narcotics  trafficking?  Has  there  been  any  change  in  that? 

Mr.  Pelletreau.  Over  the  past  year  and  a  half  Syria  has  cooper- 
ated in  a  positive  way  in  Lebanese  efforts  to  destroy  narcotics  crops 
in  the  Bakka.  Syria  has  also  passed  a  tough  antinarcotics  traffick- 
ing law  itself.  These  are  positive  developments.  I  think  there  is 
more  that  Syria  could  do,  particularly  in  the  area  of  helping  iden- 
tify and  destroy  drug  processing  laboratories  in  areas  where  it  has 
control  or  some  control;  so  we  recognize  there  has  been  some 
progress  and  there  is  more  that  we  think  that  Syria  could  do  in 
that  regard. 

Chairman  Oilman.  With  regard  to  Jordan,  Mr.  Secretary,  since 
signing  our  agreement  1  year  ago  Israel  and  Jordan  have  worked 
together  on  projects  relating  to  water,  tourism,  transportation,  dis- 
cussions of  building  a  joint  airport  in  Aqaba,  but  a  United  States 
Trade  and  Development  Agency  symposium  in  Amman  in  April 
was  said  to  be  a  great  disappointment. 

What  are  we  trying  to  do  to  encourage  that  kind  of  trade?  I  note 
there  is  an  upcoming  conference  in  October. 

Mr.  Pelletreau.  Yes,  there  is.  There  is  an  upcoming  conference 
in  October.  We  are,  frankly,  working  with  both  Israel  and  Jordan 
to  develop  specific  projects  out  of  their  joint  desire  to  see  the  Jor- 
dan Valley  more  appropriately  used  for  two  countries.  One  of  those 
projects  would  be  a  new  airport  in  the  Aqaba-Eilat  area,  which 
both  cities  would  be  able  to  use;  it  would  be  a  great  spur  to  devel- 
opment of  tourism,  as  well  as  making  further  use  of  the  free  trade 
area  that  the  two  have  agreed  to  establish  there.  So  that  is  an  area 
where  we  believe  that  peace  agreements  have  opened  up  new  eco- 
nomic opportunities  in  the  commercial  sphere  and  in  developing  in- 
frastructure, and  at  the  Amman  Economic  Summit  the  Jordanians 
intend  to  present  to  the  international  business  community  projects 
related  to  those  opportunities. 

Chairman  Oilman.  Are  we  doing  some  things  to  encourage  that 
kind  of  development? 

Mr.  Pelletreau.  Yes,  we  are.  TDA's  involvement  is  part  of  it;  we 
have  also  been  in  close  consultation  with  the  Israelis  and  the  Jor- 
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danians  about  developing  specific  projects  and  not  just  presenting 
an  overall  plan.  At  the  same  time,  the  World  Bank  is  involved  in 
developing  a  master  plan  that  I  think  will  be  helpful  in  making  the 
specific  projects  more  precise. 

Chairman  GiLMAN.  Sounds  encouraging.  Mr.  Secretary,  now, 
Egyptian  officials  maintain  that  Iran  and  Sudan  support,  finance, 
and  train  many  of  the  religious  terrorists  operating  in  Egypt,  Alge- 
ria, and  other  Middle  East  countries. 

Do  we  share  that  view  with  Egypt? 

Mr.  Pelletreau.  Yes,  we  do.  We  believe  that  terrorist  groups 
have  been  receiving  training  in  Sudan,  that  there  has  been  Iranian 
involvement  in  some  of  that  training,  and  that  is  a  principal  reason 
why  Sudan  is  now  on  our  terrorism  list. 

Chairman  Oilman.  Have  we  informed  both  Iran  and  Sudan  of 
our  objections  to  that  kind  of  activity  and  that  kind  of  involvement? 

Mr.  Pelletreau.  We  have  certainly  informed  Sudan  very  di- 
rectly, and  Iran  can  be  in  no  doubt  about  the  strong  opposition  that 
we  have  to  such  activity. 

Chairman  Oilman.  Can  you  tell  us,  Mr.  Secretary,  what  is  the 
administration's  policy  toward  the  People's  Mujahideen  Organiza- 
tion of  Iran?  Is  that  a  viable  alternative  to  the  current  regime? 

Mr.  Pelletreau.  We  don't  believe  that  that  organization  enjoys 
very  much  support  within  Iran  itself.  They  have  their  headquarters 
in  Baghdad.  They  are  supported  and  nurtured  by  the  government 
of  Saddam  Hussein.  They  even  fought  with  the  Iraqis  in  the  Iran- 
Iraq  war.  They  have  a  past  record  of  terrorism  of  their  own,  and 
I  think  the  bottom  line  is  that  we  don't  believe  that  organization 
has  much  appeal  in  Iran  or  is  attracting  much  support  in  Iran. 

Chairman  Oilman.  I  don't  know  if  this  question  was  asked  ear- 
lier, but  this  would  be  my  final  question.  On  April  7  the  Saudi's 
thwarted  United  States  efforts  to  seize  one  of  the  most  wanted  ter- 
rorist suspects  in  the  Middle  East,  Imad  Mugniyah,  the  alleged 
commander  of  special  operations  for  Hezbollah  believed  to  have 
planned  the  1983  suicide  bombing  of  a  United  States  Marine  bar- 
racks in  Beirut  which  killed  some  241  of  our  servicemen.  He  may 
have  also  played  a  role  in  the  1985  hijacking  of  a  TWA  plane  in 
which  one  American  died. 

In  the  incident,  despite  a  call  from  our  national  security  adviser, 
Tony  Lake,  to  Saudi  Ambassador  Prince  Bandar,  the  Saudis  re- 
fused to  allow  a  plane  in  which  Mugniyah  was  flying  to  land  in 
Saudi  Arabia  in  a  schedule  stopover  where  FBI  agents  had  planned 
to  arrest  him.  The  Saudis  claimed  they  either  could  not  allow  a  for- 
eign government  to  arrest  a  foreign  citizen  on  their  soil  or  that 
proper  procedures  for  the  capture  were  not  in  place. 

I  understand  we  filed  a  formal  diplomatic  protest  to  the  Saudis. 
Can  you  tell  us  the  Saudi  reaction  to  the  State  Department  protest 
over  the  lack  of  their  cooperation,  and  whether  any  information  in- 
dicates that  Mugniyah  was  in  fact  on  the  plane  that  was  diverted? 

Mr.  Pelletreau.  We  are  not  sure  whether  he  was  on  that  plane 
or  not,  but  we  strongly  expressed  our  disappointment  to  the  Saudis 
because  of  that  incident.  We  have  engaged  with  the  Saudis  very  in- 
tensively since  in  an  effort  to  improve  cooperation  in  such  areas. 
Prince  Bandar  has  met  with  Judge  Freh  of  the  FBI  in  that  respect, 
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and  we  are  confident  that  such  an  incident  would  not  happen 
again. 

Chairman  Oilman.  Do  we  have  proper  procedures  in  place  now 
to  prevent  that? 

Mr.  Pelletreau.  We  are  getting  them  in  place.  One  of  the  as- 
pects on  that  occasion  that  was  a  complicating  factor  was  the  lack 
of  an  international  arrest  warrant  or  request  through  Interpol,  and 
we  have  not  quite  resolved  how  we  would  accomplish  that  in  a  case 
where  you  have  a  sealed  indictment. 

Chairman  Oilman.  Well,  Secretary  Pelletreau,  we  appreciate 
your  taking  the  time  to  be  with  us  and  for  updating  us  once  again. 
We  thank  you,  and  the  committee  stands  adjourned. 

[Whereupon,  at  12:12  p.m.,  the  committee  was  adjourned.] 
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STATEMENT  OF 

RADM  W.H.  WRIGHT,  IV 

ASSISTANT  DEPUTY  CHIEF  OF  NAVAL  OPERATIONS 
(PLANS,  POLICY  &  OPERATIONS) 

I  appreciate  the  opportunity  to  speak  to  the  committee  on  the  subject  of 
our  legislative  proposal  to  transfer  PERRY  class  frigates.  I  have 
previously  addressed  our  proposal  for  Turkey.  We  have  also  proposed 
transferring  two  ships  to  Egypt,  one  to  Bahrain,  one  to  Oman,  and  leasing 
one  to  the  United  Arab  Emirates  as  part  of  that  same  legislation. 

Assistant  Secretary  Pelletreau  is  addressing  the  Middle  Eastern  situation. 
Permit  me  to  address  the  individual  country  requirements  for  these  ships 
and  the  economic  benefit  to  the  United  States  of  the  proposed  transfers. 

Egypt  -  Egypt  has  requested  two  frigates  as  part  of  their  defense  of  the 
approaches  to  the  Suez  Canal.  U.S.  Navy  access  to  Suez  transit  is 
essential  to  future  crisis  response,  as  it  was  in  Desert  Storm  and  Vigilant 
Warrior.  The  length  of  the  Egyptian  coastline  along  both  the 
Mediterranean  and  Red  Seas  makes  an  improved  open  ocean  capability 
essential,  particularly  if  Egypt  is  expected  to  continue  to  participate  in 
coalition  operations  as  they  did  in  Desert  Shield/Desert  Storm.  Egypt  is 
facing  block  obsolescence  of  their  navy's  ships  within  the  next  decade. 
Nearly  all  material  is  of  antiquated  Russian  or  Chinese  design  that  must 
be  replaced  in  order  to  ensure  a  viable  Egyptian  Navy  into  the  next 
century. 

Egypt  has  continued  to  view  with  concern  the  growing  security  threat  from 
Iran,  calling  Iran  the  most  significant  challenge  to  regional  security.  The 
problem  becomes  more  significant  when  one  considers  that  there  is  also 
evidence  of  ties  between  Iran  and  Sudan. 

Egypt's  role  in  the  success  of  the  Mideast  peace  process  has  been  pivotal 
and  their  support  for  U.S.  policy  interests  has  been  consistent.  One  of  the 
two  ships  proposed  for  Egypt  has  already  been  decommissioned  and 
inactivated. 

We  expect  that  Egypt  will  base  these  ships  at  their  primary  naval  base  at 
Alexandria  and  will  use  them  for  protection  of  their  Red  Sea  border  with 
Sudan,  as  well  as  defense  of  the  approaches  to  the  Canal. 

Bahrain  -  Bahrain  has  been  a  key  ally  in  the  Persian  Gulf  since  1947. 
During  DESERT  SHIELD/DESERT  STORM  and  Operation  VIGILANT 
WARRIOR,  Bahrain  provided  immediate  base  support  for  both  naval  and 
air  forces.  More  recently,  the  Bahrain  government  agreed  to  our  use  of 
shore  facilities  to  accommodate  the  COMUSNAVCENT  staff.  This 
permitted  the  withdrawal  of  a  flagship  from  that  region,  thus  easing 
demands  upon  the  fleet  assets.  The  transferred  FFG  7  will  be  based  at 
Manama  and  will  be  the  flagship  of  the  Bahrain!  Navy. 
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Oman  -  Oman  has  provided  aircraft  landing  rights  and  base  access  for 
several  years.  Base  access  review  is  ongoing  and  U.S.  foreign  aid 
contributions  have  been  sharply  reduced.  Oman  would  use  the  FFG  7  to 
maintain  a  strategic  presence  in  the  Persian  Gulf  and  the  approaches  to 
the  Strait  of  Hormuz  as  part  of  Gulf  Cooperation  Council  burden  sharing. 
Oman  is  also  concerned  about  coastal  protection  from  arms  smugglers 
enroute  to  Yemen.  We  anticipate  the  ship  would  be  based  near  Muscat. 

UAE  -  United  Arab  Emirates  requested  competitive  bids  to  sell  four  to  six 
new  construction  frigates.  The  United  States  (Newport  News 
Shipbuilding)  is  one  of  three  finalist  countries.  One  of  the  UAE-stipulated 
conditions  of  the  competition  was  the  lease  of  two  ships  as  a  bridge  asset 
until  UAE's  new  construction  ships  are  available.  One  of  those  ships  is 
included  in  this  legislation.  The  second  will  be  decommissioned  in  FY98 
and  will  be  proposed  at  a  future  time.  The  proposed  lease  supports  the 
U.S.  competitor.  UAE  will  base  their  ships  at  Dubai  and  use  them  for 
coastal  defense  and  regional  burden  sharing.  In  the  course  of  securing 
our  national  interests  in  the  Persian  Gulf,  the  U.S.  Navy  makes  more  port 
calls  in  the  UAE  than  in  any  other  country  in  the  world.  The  UAE  is 
strongly  supportive  of  U.S.  presence. 

In  summary,  I  believe  these  transfers  are  essential  to  our  future  ability  to 
operate  with  friendly  countries  in  this  volatile  area.  Both  for  the  sake  of 
interoperability  and  as  force  multipliers,  the  presence  of  these  ships  would 
be  a  manifestation  of  continuing  U.S.  commitment  to  those  countries  that 
have  staked  their  national  futures  on  ties  with  the  United  States. 

Economically,  the  United  Arab  Emirates  was  proposed  to  receive  some  of 
the  available  FFG  7s  as  an  inducement  to  award  their  competitive 
contract  to  an  American  shipbuilder.  The  UAE,  Bahrain,  Oman,  and 
Egypt,  are  anticipated  to  spend  around  $325  million  in  the  near  term  on 
U.S.  products,  spare  parts,  and  technical  support.  In  addition,  Egypt  has 
increased  their  anticipated  requirements  for  helicopters  from  four  to  ten,  a 
potential  $250  million  program.  Bahrain  and  Egypt  have  already  invested 
money  to  train  crews  to  operate  these  ships;  while  both  countries  were 
cautioned  that  the  transfers  were  subject  to  Congressional  approval,  the 
fourteen-month  training  lead  time  made  it  essential  that  they  initiate 
training  early  to  meet  the  ship  availability  dates.  Significant  delay  in 
approval  will  impact  crew  training,  with  attendant  cost  to  both  countries, 
and  could  have  a  negative  impact  on  the  U.S.  competitive  posture  in  the 
ship  construction  competition. 

I  have  with  me  today  an  outline  of  the  economic  benefits  associated  with 
these  transfers  and  would  like  to  request  that  it  be  included  in  the  record. 
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ECONOMIC  BENEFITS  OF  APPROVAL  OF 

FFG  7  TRANSFERS  FOR  MIDDLE  EASTERN  COUNTRIES 

(millions  of  dollars) 

SAVINGS: 

Inactivation  costs  NOT  expended: 

Four  hot  ships  $2  million  each  $  8 


Storage  costs: 

Four  ships  $100  thousand 

annually  per  ship 
TOTAL  SAVINGS: 


0.4 


8.4 


ESTIMATED  REVENUE: 


Transfer  expenses: 

Transfer  (pierside  costs  in  the  U.S.) 

$ 

4 

Training 

3-6 

Ammunition 

20-40 

Technical  Support 

1.5 

Ship  Spares 

5-7 

Shore  Spares 

18.5 

Total  Initial  Costs  per  ship: 

$ 

52-77 

Total  Estimated  Transfer  Revenue  (for  five  ships): 

260-385 


LEASE  REVENUE  (from  UAE): 
$3.1  million  per  year  for  five  years 


15.5 


TOT.  ESTIMATED  NEAR  TERM  ECONOMIC  BENEFIT(millions):  $       283.9-408.9 


PROJECTED  ANNUAL  OUTYEAR  REVENUES  (millions): 


37.5 
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ECONOMIC  IMPACT  OF  DEFERRING  APPROVAL  OF 
FFG  7  TRANSFERS  FOR  MIDDLE  EASTERN  COUNTRIES 

U.S.  SAVINGS  LOST:  $ 


FOREIGN  SUNK  COSTS: 
Bahrain: 

Reactivation  costs 

(ship  decommissions  on  15  Sep  95) 

Procurements  initiated 

Training 

Technical  support 

Total  Expended: 


10 

4 
33. 


18.6 


Egypt 

Training 


10 


TOT.  ESTIMATED  NEAR  TERM  ECONOMIC  IMPACT  (millions):    $ 


28.6 
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ECONOMIC  IMPACT  OF  DISAPPROVAL  OF 

FFG  7  TRANSFERS  FOR  MIDDLE  EASTERN  COUNTRIES 

(millions  of  dollars) 

U.S.  SAVINGS  LOST: 

Inactivation  costs  expended: 

Four  hot  ships  $2  million  each  $  8 

(ex-DUNCAN  already  inactivated) 


Storage  costs: 

Four  ships  $100  thousand 

annually  per  ship  (ex-DUNCAN  costs  paid  this  year) 

TOTAL  U.S.  EXPENDITURE: 

FOREIGN  EXPENDITURES: 
Bahrain: 

Reactivation  costs 

(ship  decommissions  on  15  Sep  95) 

Procurements  initiated 

Training 

Technical  support 

Total  Expended: 

ggypt: 

Training 


0.4 


10 
4 


8.4 


18.6 


10 


TOTAL  ESTIMATED  EXPENDITURES  (millions): 

NEW  PROCUREMENT  OPPORTUNITY  COSTS  (millions): 

LEASE  REVENUE  (from  UAE): 
$3.1  million  per  year  for  five  years 


$ 

37 

$ 

223-348 

$ 

15.5 

Plus  the  potential  loss  of  new  ship  production  and  helicopter  acquistion 
programs. 
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STATEHEHT  OF 

ROBERT  H.  PELLETREAU 

ASSISTANT  SECRETARY  OF  STATE 

FOR  HEAR  EAST  AFFAIRS 

DEPARTMENT  OF  STATE 

BEFORE  THE  HOUSE  INTERNATIONAL  RELATIONS  COMMITTEE 

August  2.  1995 

Mr.  Chairman,  distinguished  members  of  the  Committee: 
I  am  pleased  to  appear  before  you  to  review  recent  developments 
in  the  Middle  East.   My  statement  today  will  focus  on 
developments  in  the  peace  process  since  I  last  testified  before 
the  full  committee  in  April.   I  will  also  review  our  policy 
toward  Iran.  Iraq,  Libya,  and  others  in  the  region. 

This  Administration  remains  fully  engaged  in  helping  to 
secure  a  just,  lasting  and  comprehensive  peace  in  the  Middle 
East.   In  June  Secretary  Christopher  made  his  twelfth  visit  to 
the  Middle  East  in  two-and-a-half  years.   The  Secretary  met 
with  the  leaders  of  Israel,  Egypt,  Jordan,  Syria,  and  the 
Palestinians.   I  am  pleased  to  report  that  his  efforts  had  the 
effect  of  re-energizing  the  peace  process  after  a  difficult 
period. 

We  have  worked  hard  in  the  ensuing  weeks  to  capitalize  on 
new  opportunities  and  advance  the  process.   Let  me  describe 
where  we  stand  on  the  various  tracks. 

Israel-Palestinians 

Since  signing  the  Declaration  of  Principles  in  September, 
1993,  Israel  and  the  Palestinians  have  concluded  a  series  of 
important  implementation  agreements.   They  are  now  engaged  in 
an  intensive  effort  to  reach  agreement  on  implementation  of 
phase  two  of  the  Declaration  of  Principles.   The  United  States 
supports  these  negotiations  and  commends  both  parties  for  their 
determination  to  reach  agreement,  despite  the  efforts  of  the 
enemies  of  peace  to  undermine  the  negotiations. 

We  believe  that  conclusion  of  an  agreement  on  the  second 
phase  will  provide  an  important  demonstration  of  the  ability  of 
the  two  sides  to  deal  with  difficult  issues  and  of  their 
commitment  to  move  forward.   Israel  and  the  Palestinians  have 
sought  to  conclude  this  agreement  as  quickly  as  possible,  but 
we  recognize  that  the  issues  under  discussion  are  complex  and 
sensitive.   We  were  encouraged  by  progress  made  by  Foreign 
Minister  Peres  and  Chairman  Arafat  at  a  meeting  hosted  by 
President  Mubarak  on  July  19  in  Alexandria.   This  further 
underscored  the  continuing  important  role  played  by  Egypt  in 
the  peace  process. 
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The  current  negotiations  focus  on  the  issues  of  security 
and  the  redeployment  of  Israeli  forces,  the  further  transfer  of 
authority  to  the  Palestinian  Authority,  and  elections.   The 
parties  are  working  hard  to  outline  a  framework  for  Israeli 
redeployment  in  the  West  Bank  and  arrangements  for  maintaining 
security  and  public  order. 

Redeployment  will  set  in  motion  a  process  for  elections  for 
the  Palestinian  Council.   This  will  be  accompanied  by  the 
further  transfer  of  nearly  30  areas  of  administrative  powers  in 
the  West  Bank  from  Israel  to  the  Palestinian  Authority,  which 
will  complement  the  five  spheres  that  were  transferred  in  1994. 

Meanwhile,  terrorist  incidents  such  as  the  July  24  bus 
bombing  in  Ramat  Gan.  a  Tel  Aviv  suburb,  and  the  murder  of  two 
Israeli  hikers  in  Wadi  Kelt  serve  as  a  reminder  of  the 
challenge  Israel  and  the  Palestinians  must  deal  with. 

We  note  Chairman  Arafat's  strong  condemnation  of  the 
terrorist  bombing.   For  its  part,  the  Palestinian  Authority  has 
taken  important  steps  to  prevent  violence  and  to  punish  those 
responsible  for  terrorism.   The  Palestinian  Authority  has  also 
undertaken  more  meaningful  measures  to  crack  down  on  those  that 
plan  and  carry  out  attacks.   It  has  detained,  tried,  and 
convicted  persons  involved  in  violence  and  terrorism  against 
Israel  and  has  moved  to  restrict  the  prevalence  of  weapons  in 
areas  under  its  control.   Cooperation  and  coordination  with 
Israeli  security  forces  continue  to  improve.   If  measures  such 
as  these  are  sustained,  and  they  must  be  sustained,  they  will 
have  a  lasting  effect  on  security  and  stability. 

As  President  Clinton  has  repeatedly  emphasized,  the  enemies 
of  peace  cannot  —  and  will  not  --  prevail.   This  was  amply 
demonstrated  by  the  Israeli-Palestinian  agreement  to  resume 
talks  this  week  and  to  not  allow  terrorists  to  derail  the 
process.   Once  the  parties  reach  agreement,  there  may  be  a 
request  to  hold  a  signing  ceremony  in  Washington  followed  by  a 
series  of  donor  meetings  to  spur  economic  support  for  the 
agreement. 

The  United  States  will  play  a  central  role  in  mobilizing 
political  and  economic  support  for  the  accord,  as  we  have  since 
1993.   For  that  reason,  we  look  forward  to  continuing  our 
dialogue  with  the  Congress  on  the  terms  of  short-term  and 
long-term  extensions  of  the  Middle  East  Peace  Facilitation 
Act.   Our  own  bilateral  aid  program  is  on  track.   USAID  has 
obligated  $130  million  of  our  total  $150  million  authority  for 
Fiscal  Years  1994  and  1995.   This  includes: 

—  Two  emergency  job  creation  projects  valued  at  $8 
million,  which  were  signed  in  March:  and 

—  An  $11  million  Gaza  storm  drain  project,  signed  in 
early  July  and  announced  July  27  in  Gaza  by  Ambassador 
Indyk  and  Chairman  Arafat. 
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Looking  ahead  to  the  donors  meetings,  we  intend  to  focus  on 
four  key  issues:   infrastructure  development,  particularly  in 
the  West  Bank;  continued  support  for  startup  costs  for  the 
Palestinian  Authority;  housing;  and  industrial  zones.   In  every 
case,  we  will  be  guided  by  the  conviction  that  our  aid  program 
should  complement  the  Palestinian  Authority's  effort  to  create 
effective  institutions  of  self-government  and  promote  free 
enterprise  necessary  to  promote  long-term  economic  development. 

Isi;ael 

Bilateral  relations  with  Israel  continue  to  be  very  warm 
and  cooperative.   Our  commitment  to  Israel's  security  remains 
unshakable  and  the  President's  budget  request  for  Fiscal  Year 
1996  reflects  this  commitment.   At  the  same  time,  we  look 
forward  to  improving  the  balance  of  trade  between  our  two 
countries  which  historically  has  favored  Israel.   We  are 
currently  holding  trade  talks  in  Washington  to  find  mutually 
beneficial  ways  to  address  this  issue.   Finally,  cooperation  on 
security  matters  remains  a  high  priority.   As  an  example,  we 
are  actively  considering  a  request  from  the  Government  of 
Israel  for  the  provisional  arrest  of  Mousa  Mohammed  Abu  Marzook 
under  Article  XI  of  our  1962  bilateral  extradition  treaty.   Mr . 
Abu  Marzook  is  the  head  of  the  political  bureau  of  Hamas,  one 
of  the  organizations  listed  in  the  President's  January  24,  1995 
Executive  Order  -Prohibiting  Transactions  with  Terrorists  who 
Threaten  to  Disrupt  the  Middle  East  Peace  Process." 

The  Israel-Syria  negotiations  have  commanded  a  great  deal 
of  our  attention  over  the  past  few  months.   It  is  clear  that 
much  work  remains  to  be  done,  but  we  are  encouraged  that  the 
talks  have  entered  a  new.  more  substantive  phase. 

The  current  phase  began  with  Secretary  Christopher's  trip 
to  the  region  in  March,  when  the  two  sides  agreed  to  a  renewal 
of  direct  talks.   We  took  another  step  forward  in  June  with 
Secretary  Christopher's  announcement  that  Israel  and  Syria  had 
agreed  on  a  sequence  of  steps  to  advance  the  negotiations. 
This  sequence  involved  a  meeting  in  Washington  under  U.S. 
auspices  of  the  Israeli  and  Syrian  Chiefs  of  Staff  to  discuss 
security  arrangements,  a  trip  by  Ambassador  Ross  to  the  region, 
to  be  followed  by  a  meeting  of  military  experts  in  Washington. 
We  believe  that  this  sequence  of  steps  is  the  most  effective 
way  to  proceed. 

The  Israeli-Syrian  talks  cover  a  range  of  complex  and 
sensitive  issues.   They  are  focused  on  the  nature  of  the  peace 
they  are  contemplating,  withdrawal,  security,  and  the  timing  of 
the  elements  of  these  issues.   While  these  talks  represent  an 
important  development,  significant  gaps  remain.   The  United 
States  will  remain  closely  and  actively  involved  to  support  the 
efforts  of  the  parties  to  reach  an  agreement. 
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Amman  Economic  Surnmit 

We  know  that  for  peace  in  the  Middle  East  to  take  root  and 
spread  it  must  be  accompanied  by  tangible  change  in  the  lives 
of  people  in  the  region.   The  Administration  is  making  a  major 
effort  to  spread  the  benefits  of  peace  by  bringing  private 
sector  resources  to  bear  on  the  region's  pressing  economic 
needs.   We  are  committed  first  and  foremost  to  promoting  U.S. 
business  in  the  region,  not  only  by  helping  U.S.  companies 
secure  contracts,  but  also  by  reducing  barriers  to  trade  and 
investment  and  ensuring  that  the  rights  of  American  businesses 
are  not  infringed. 

The  Administration  is  also  sponsoring  the  second  Middle 
East/North  Africa  Economic  Summit,  to  be  held  in  Amman,  Jordan 
in  October.   Last  year's  inaugural  economic  summit  in 
Casablanca  brought  together  representatives  of  61  countries  and 
more  than  a  thousand  businesspeople  to  discuss  economic 
development  needs  and  commercial  prospects  of  the  region. 
Participants  at  Casablanca  endorsed  the  concept  of  a 
public-private  partnership  —  a  concept  which  underlies  our 
objectives  for  Amman.   At  the  summit,  we  hope  to  be  in  a 
position  to  announce  the  creation  of  a  regional  bank,  as  well 
as  regional  councils  for  business  and  for  tourism. 

The  proposed  bank  would  allow  us  to  leverage  our  resources 
to  promote  regional  development,  and  it  would  complement  the 
important  work  done  by  other  international  financial 
institutions.   A  Task  Force  of  thirty  regional  and  non-regional 
members  has  been  working  hard  in  advance  of  the  summit 
reviewing  proposals  and  draft  articles  of  agreement.   We 
envision  a  small  bank  to  meet  the  region's  unique  development 
needs,  and  we  are  intent  on  ensuring  its  financial  soundness. 

We  have  no  illusions  that  prosperity  will  come  quickly  or 
easily  to  the  region.   The  summit  will  have  a  salutary  effect 
of  highlighting  new  commercial  opportunities  and  incentives  to 
advance  regional  development.   It  is  up  to  Middle  Easterners 
themselves  to  embrace  these  opportunities  and  prepare  their 
economies  and  societies  for  the  challenges  of  the  twenty-first 
century. 

Jordan 

It  is  entirely  appropriate  that  Jordan  will  be  the  site  of 
the  next  regional  economic  summit.   Under  the  leadership  of 
King  Hussein,  Jordan  is  charting  a  new  course  in  the  search  for 
peace  and  prosperity  in  the  Middle  East.   It  has  been  just  over 
one  year  since  President  Clinton  hosted  a  meeting  between  King 
Hussein  and  Prime  Minister  Rabin  at  the  White  House.   This 
historic  meeting  on  July  25,  1994  produced  the  Washington 
Declaration,  which  marked  the  end  of  the  state  of  war  between 
Israel  and  Jordan. 
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In  October,  Jordan  became  the  second  Arab  state  to  sign  a 
peace  treaty  with  Israel.   The  two  countries  established  formal 
diplomatic  relations  in  November,  and  exchanged  Ambassadors  in 
March.   We  are  encouraged  that  the  Jordanians  and  Israelis  have 
begun  to  formulate  plans  for  a  series  of  joint  development 
projects  dealing  with  the  environment,  water,  energy,  and 
tourism.   The  United  States  has  been  closely  and  constantly 
involved  in  supporting  these  efforts  through  the 
U, S. -Israel-Jordan  Trilateral  Economic  Committee. 

The  President  committed  the  U.S.  to  support  Jordan  when 
King  Hussein  took  his  courageous  move  toward  peace  without 
waiting  for  others  in  the  region.   Jordan  is  clearly  doing  its 
part  to  secure  peace  in  the  Middle  East,  and  it  deserves  our 
support.   In  this  regard,  we  welcome  the  Congress's  approval  of 
the  recissions  bill  containing  the  $275  million  requested  for 
debt  relief  for  Jordan. 

Arab  Boycott 

One  major  blight  on  the  economic  and  political  landscape  is 
the  Arab  League's  boycott  of  Israel.   We  remain  in  staunch 
opposition  to  the  boycott,  which  I  am  pleased  to  report  has 
been  further  relaxed  during  the  past  year.   Encouraging  signs 
of  change  include  the  Gulf  Cooperation  states  announcement  last 
fall  that  they  have  ended  the  secondary  and  tertiary  boycotts, 
and  the  Palestinian  endorsement  of  an  end  to  the  boycott  in  the 
February  Taba  Declaration.   Just  last  week,  the  Jordanian 
parliament  took  a  major  step  forward  when  it  voted  by  a 
substantial  majority  to  endorse  draft  legislation  which  would 
cancel  existing  laws  implementing  the  boycott. 

We  will  continue  to  urge  our  Arab  allies  to  take  unilateral 
steps  again.st  the  boycott  while  we  press  for  an  Arab  League 
resolution  to  end  it.   The  Anti-Economic  Discrimination  Act  has 
been  a  useful  tool  in  combatting  the  boycott  and,  in 
particular,  in  eliminating  boycott-related  requests  to  U.S. 
companies.   We  are  pressing  those  countries  for  which  the 
President  granted  a  one-year  waiver  under  the  Act  to  put  an  end 
to  such  requests  . 

Egypt 

Egypt  continues  to  be  a  reliable  and  important  partner  of 
the  United  States  in  the  Middle  East.   Our  two  countries  engage 
in  wide-ranging  cooperation  in  many  areas,  and  the  U.S.  remains 
Egypt's  largest  donor  and  military  supplier.   Egypt  and  the 
United  States  work  closely  together  on  the  Middle  East  peace 
process,  regional  security  and  many  other  issues  highly 
important  to  our  interests.   We  applaud  Egypt's  continuing 
contributions  to  United  Nations  peace-keeping  operations  under 
the  most  difficult  circumstances,  such  as  in  Bosnia,  Liberia, 
and  Angola.   While  we  do  not  always  agree  on  all  matters,  our 
relationship  with  Egypt  is  solid,  mature  and  deep,  reflected  in 
continuing  productive  dialogue  on  a  wide  range  of  issues. 
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Like  all  of  Egypt's  friends,  we  were  greatly  relieved  that 
President  Mubarak  escaped  the  assassination  attempt  against  him 
in  late  June.   We  greatly  appreciate  President  Mubarak's 
continuing  personal  leadership  in  helping  to  move  the  Middle 
East  peace  process  forward. 

We  look  forward  to  continuing  to  work  closely  with  Egypt  to 
develop  the  relationship  still  further  for  the  future.   Since 
the  establishment  of  a  new  Joint  Partnership  for  Economic 
Growth  and  Development  inaugurated  by  vice  President  Gore  and 
President  Mubarak  in  Cairo  March  21,  all  three  subcommittees  of 
the  Joint  Partnership  have  held  initial  meetings  and  reached 
agreement  on  initial  work  programs.   We  look  forward  to  an 
ongoing  dialogue  on  policies  to  promote  economic  growth  and  job 
creation  in  Egypt  through  emphasis  on  fostering  private  sector 
development.   We  hope  that  these  working  groups  will  lead  to 
technical  cooperation  in  financial  areas,  increased  trade  and 
mutually  beneficial  activity  in  the  scientific,  industrial  and 
educational  fields. 

The  Multilateral  Negotiations 

The  Multilateral  peace  talks,  which  have  received  less 
publicity  than  the  bilateral  talks,  are  also  recording  steady, 
incremental  gains.   The  Multilateral  Working  Groups  bring 
together  representatives  of  Israel,  the  Palestinians,  thirteen 
Arab  countries,  and  more  than  30  parties  from  outside  the 
region  to  address  issues  facing  the  region  as  a  whole:   water, 
the  environment,  economic  development,  refugees,  and  arms 
control  and  security. 

The  multilateral  track  continues  to  complement  and 
reinforce  the  bilateral  track  by  expanding  the  range  of 
Arab-Israeli  contacts  to  achieve  practical  regional 
cooperation.   The  Environment  Working  Group,  for  example,  has 
agreed  to  a  regional  code  of  conduct.   The  Water  Resources 
Working  Group  is  in  the  process  of  creating  a  Middle  East 
Desalination  Research  Center  in  Oman.   The  Refugees  Working 
Group  has  facilitated  scores  of  meaningful  projects  to  assist 
Palestinian  refugees.   Activities  such  as  these  give  us  a 
glimpse  of  what  the  region  could  look  like  in  an  era  of 
comprehensive  Arab-Israeli  peace. 

Challenges  to  Peace  ^nA    Stability 

Even  as  the  region  moves  toward  peace,  threats  to  peace  and 
security  remain,  demanding  careful  attention  and  monitoring. 
Forces  of  terrorism  and  rejection  work  against  efforts  to  make 
peace.   Opposition  movements,  religious  and  secular,  that  use 
violence  and  terrorism  challenge  some  governments  in  the 
region.   The  pursuit  of  weapons  of  mass  destruction  by  some 
states  poses  a  long-term  threat,  which  must  be  countered.   I 
would  underscore  that  the  activities  of  Iran,  Iraq  and  Libya 
remain  sources  of  particular  concern.   Let  me  briefly  review 
our  policy  toward  the  Gulf  region. 
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Our  policy  toward  Iran  is  aimed  at  pressuring  Tehran  to 
halt  its  unacceptable  policies,  including  its  sponsorship  of 
terrorism  and  violence  designed  to  undermine  the  Middle  East 
peace  process,  and  its  pursuit  of  weapons  of  mass  destruction 
and  the  means  to  deliver  them.   We  are  urging  the  international 
community  to  join  with  us  to  exact  a  sufficiently  high  economic 
and  political  price. 

President  Clinton's  decision  in  May  to  impose  a  trade  and 
investment  embargo  against  Iran  affirmed  U.S.  leadership  in 
holding  Iran  accountable  for  its  actions.   The  embargo  will 
reinforce  our  comprehensive  efforts  to  secure  the  cooperation 
of  other  governments  to  exert  multilateral  pressure  on  Tehran. 
It  also  deprives  Iran  of  the  benefits  of  commercial  relations 
with  the  U.S.   The  U.S.  embargo  had  an  immediate  impact  in 
Iran:  the  value  of  the  rial  declined  sharply.   Although  the 
rial  has  since  stabilized,  we  expect  Iran's  economic  troubles 
to  persist . 

We  continue  to  seek  multilateral  support  for  our  effort  to 
pressure  Iran.   At  the  G-7  summit  meeting  in  Halifax  this  June, 
the  Administration  urged  the  allies  to  support  our  efforts  to 
pressure  Iran  economically.   Echoing  our  concerns,  the  G-7 
leaders  condemned  the  behavior  of  the  Iranian  government  and 
called  on  all  states  to  avoid  any  collaboration  with  Iran  which 
might  lead  to  a  nuclear  weapons  capability.   We  continue  our 
high-level  efforts  to  persuade  the  Russians  of  the  political, 
security,  and  diplomatic  costs  that  Russia  will  face  in  the 
event  the  reactor  deal  goes  forward. 

In  addition,  we  have  shaped  a  consensus  --  among  the 
twenty-three  Western  governments  participating  in  talks  for  the 
COCOM  successor  regime  --  that  Iran  should  not  be  able  to  buy 
weapons  or  sensitive  dual-use  technology.   During  their  June 
meeting  in  Moscow,  Vice  President  Gore  and  Prime  Minister 
Chernomyrdin  arrived  at  an  understanding  that  makes  clear  that 
Russia's  commitment  to  sign  no  new  contracts  represents  a 
comprehensive  commitment  covering  arms  and  arms-related 
technologies . 

These  examples  demonstrate  our  unwavering  resolve  to 
protect  U.S.  interests.   We  must  recognize  that  it  may  take 
months,  if  not  longer,  before  we  can  fully  assess  the  impact  of 
the  new  U.S.  sanctions.   We  must  pursuade  our  major  trading 
partners,  notably  Canada,  the  EU,  and  Japan,  to  limit  their 
commercial  ties  with  Iran,  particularly  through  the  extension 
of  credits.   The  United  States  is  committed  to  this  effort  for 
the  long-term. 
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Jxaa 

Our  policy  on  Iraq  is  unchanged:   Iraq  must  comply  fully 
with  all  obligations  established  by  the  UNSC  in  resolutions 
passed  in  the  waKe  of  its  invasion  of  Kuwait  in  1990-   Full 
compliance  is  the  only  means  of  reducing  Iraq's  threat  to 
regional  security.   Security  Council  resolution  687,  which 
ended  the  Gulf  War  and  set  terms  for  the  ceasefire,  makes 
explicit  the  Council's  need  to  be  assured  of  Iraq's  peaceful 
intentions.   In  our  view,  a  view  shared  by  the  majority  of  the 
Council,  full  compliance  with  all  its  obligations  is  the 
appropriate  measure  for  determining  Iraq's  intentions  and  the 
only  basis  for  any  discussion  of  modifying  sanctions. 

We  have  noted  recent  Iraqi  threats  to  return  to  a  policy  of 
confrontation  if  the  Council  decides  to  maintain  sanctions  at 
the  next  review  in  September.   Iraq  is  in  no  position  to 
instruct  the  Council  on  when  the  terms  of  the  Council's 
resolutions  have  been  met.   Iraq's  continuing  noncompliance 
with  numerous  resolutions  make  inevitable  another  renewal  of 
sanctions  in  September.   Saddam  should  not  forget  that  the 
Security  Council  has  responded  firmly  to  past  Iraqi 
provocations.   We,  and  the  Security  Council,  will  respond 
equally  firmly  to  any  confrontational  Iraqi  acts. 

We  were  pleased  at  the  recent  release  of  the  two  Americans 
detained  in  Iraq.   Their  imprisonment  was  without  any 
justification.   Congressman  Richardson  deserves  much  credit  for 
handling  a  difficult  situation  with  calm  good  judgement-   No 
deal  was  cut  with  the  Iraqis  for  the  release  of  the  men- 
Congressman  Richardson  carried  no  message,  verbal  or  written, 
from  the  Administration.   Iraq's  release  of  the  two  Americans 
will  have  no  impact  on  our  approach  to  sanctions. 

Regarding  the  conflict  in  northern  Iraq  between  rival 
Kurdish  groups,  we  continue  our  efforts  to  persuade  Kurdish 
leaders  to  resolve  their  differences.   We  continue  to  make 
clear  to  the  Kurds  that  the  U.S.  supports  territorial  integrity 
of  Iraq  and  we  look  forward  to  the  day  when  all  Iraqis  can 
enjoy  the  protection  of  a  democratic,  pluralistic  government  in 
Baghdad. 


In  the  Gulf,  we  have  a  vital  security  relationship  with 
each  of  the  Gulf  Cooperation  Council  states,  and  continue  to 
promote  greater  intra-GCC  cooperation  to  forge  an  effective 
regional  deterrent  to  aggression.   This  reinforces  our  effort 
to  contain  Iran  and  Iraq.   We,  therefore,  support  the  defensive 
capabilities  of  our  friends  in  the  Gulf. 

Internally,  the  GCC  states  face  a  variety  of  economic  and 
social  questions  which  demand  new  answers  from  government 
decision-makers.   None  of  the  GCC  states,  however,  faces  a 
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concrete  threat  to  overall  governmental  control  and  authority. 
We  seek  every  opportunity  to  encourage  the  GCC  states  to  move 
toward  participatory  mechanisms  of  government  involving  all 
elements  of  the  citizenry. 

In  June,  there  was  a  peaceful  and  orderly  transition  in 
government  in  Qatar.   This  event  should  not  be  viewed  as  a 
harbinger  of  instability  in  Qatar  or  elsewhere  in  the  region. 
The  new  Amir  of  Qatar,  in  his  previous  capacity  as  Prime 
Minister,  effectively  ran  the  Qatari  government  before  the 
transition.   He  was  also  the  Defense  Minister.   He  will  be 
better  able  now  to  pursue  the  foreign  policy  which  had 
strengthened  U.S. -Qatari  ties,  dealt  openly  with  Israel,  and 
supported  the  Middle  East  peace  process.   All  of  the  other  GCC 
states  and  other  neighbors  rapidly  accepted  Qatar's  transition. 

Libya 

Libya  continues  to  pose  a  threat  to  security  in  North 
Africa  and  beyond.   Last  week,  on  July  28,  the  UN  Security 
Council  decided  for  the  tenth  time  that  Libya  had  still  not  met 
the  requirements  of  UNSC  Resolution  731,  concerning  the 
bombings  on  Pan  Am  flight  103  and  UTA  flight  722.   We  strongly 
condemn  Libya's  lack  of  cooperation  in  resolving  these 
tragedies  and  support  the  international  community's  resolve  to 
see  that  justice  is  done. 

The  Government  of  Libya  continues  to  seek  out 
intermediaries  in  hopes  of  negotiating  a  settlement  and 
bringing  an  end  to  sanctions.   Let  me  say  that  the 
international  community's  message  is  clear:   there  are  no 
alternative  avenues  to  resolution  of  this  problem  other  than 
through  the  United  Nations. 

While  we  have  seen  some  significant  results  from  current 
sanctions,  they  regrettably  have  not  forced  Libya  to  comply 
with  UN  resolutions.   Clearly  more  must  be  done.   We  have 
consulted  with  other  Security  Council  members  on  the 
possibility  of  tightening  sanctions  through  a  number  of  means, 
including  an  oil  embargo  against  Libya.   There  are  significant 
differences  between  the  U.S.  position  on  enhanced  sanctions  and 
that  of  our  allies,  but  we  continue  to  press  for  more  effective 
action . 

Another  serious  concern  of  the  Administration  is  Libya's 
candidacy  for  the  Security  Council.   As  I  reported  during  my 
last  testimony  in  April,  Libya  is  next  in  line  under  the 
traditional  rotation  to  assume  one  of  the  Africa  Group's 
Security  Council  seats  in  January  1996.   We,  along  with  our 
British  and  French  counterparts,  have  been  engaged  in  an 
intensive  worldwide  diplomatic  effort  to  prevent  Libya  from 
gaining  the  seat.   I  can  think  of  no  scenario  that  would  more 
deeply  diminish  the  integrity  of  the  United  Nations  than  a 
country  currently  facing  Security  Council  sanctions  gaining  a 
seat  in  that  group. 
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I  am  pleased  to  report  that  our  sentiments  are  shared  by 
many  other  nations  also  concerned  about  Libyan  activities  and 
the  integrity  of  the  United  Nations.   We  believe  that  we  have  a 
sufficient  number  of  votes  to  defeat  Libya's  candidacy,  but  we 
will  continue  to  work  with  our  allies  and  other  nations  to 
ensure  that  Libya's  candidacy  does  not  become  a  reality. 


The  political  and  military  situation  in  Algeria  remains  at 
an  impasse.   Violence  between  the  military-led  government  and 
Islamist  insurgents  continues  on  a  daily  basis  and  may  be  on 
the  upswing.   We  are  seeing  serious  human  rights  abuses,  and 
the  conflict  is  causing  hundreds  of  casualties  among  innocent 
civilians  each  month.   Despite  some  successes  in  the  regime's 
counterinsurgency  operations,  the  armed  Islamist  groups  remain 
active . 

The  political  stalemate  shows  little  hope  of  a 
breakthrough.   A  series  of  contacts  between  a  presidential 
advisor  and  imprisoned  leaders  of  the  Islamic  Salvation  Front 
(FIS)  last  month  broke  off  with  each  side  accusing  the  other  of 
acting  in  bad  faith.   The  government  meanwhile  is  pressing 
ahead  with  its  plan  to  hold  presidential  elections  this  year, 
over  the  objections  of  the  main  opposition  parties. 

We  are  convinced  that  the  best  hope  to  end  the  violence  in 
Algeria  lies  in  the  establishment  of  a  political  process  which 
would  enable  Algerians  to  make  a  constitution.   In  order  to 
contribute  to  a  resolution  of  the  conflict,  such  a  process  will 
need  to  be  perceived  as  free,  fair,  and  credible  by  the 
Algerian  people  and  the  main  political  parties,  both  Islamist 
and  secular.   The  U.S.  supports  the  economic  reform  program 
which  Algiers  is  implementing  in  coordination  with  the  IMF; 
continuing  political  instability  will  nonetheless  have  an 
adverse  effect  on  prospects  for  economic  recovery. 

Our  message  to  Algerian  leaders  and  opposition  groups  has 
been  clear:   we  urge  a  solution  based  on  reconciliation  and 
guarantees  of  respect  for  the  rights  of  all  Algerians.   We  will 
continue  to  consult  closely  with  France  and  other  concerned 
European  governments  on  a  coordinated  Western  approach  to  the 
Algerian  crisis. 

Conclusion 

Mr.  Chairman,  recent  developments  in  the  Middle  East 
present  the  United  States  with  both  opportunities  and 
challenges.   Opportunities  abound  in  a  region  where  the  people 
and  governments  are  striving  for  more  peaceful  and  cooperative 
relations.   We  are  committed  to  helping  further  this  trend: 
facilitating  negotiations,  promoting  regional  economic 
cooperation,  and  providing  political  and  economic  support  to 
the  region's  peacemakers.   At  the  same  time,  we  continue  to 
face  formidable  challenges  to  security  in  this  volatile 
region.   This  Administration  will  remain  fully  engaged  to 
ensure  that  America's  vital  national  interests  are  safeguarded. 

Thank  you . 
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Question  for  the  Record  Submitted  to 

Assistant  Secretary  of  State  Robert  H.  Pelletreau 

by  Chairman  Gilman 

House  International  Relations  Committee 

August  2,  1995 

Answer  Incorporates  Information  as  of  August  30,  1995 

Middle  East  Peace  Process:   Israel/Palestinian  Negotiating  Trark 

Question: 

1.   Does  the  Administration  have  any  indications  from  the 
parties  when  they  will  be  in  a  position  to  sign  an  interim 
agreement?   Does  the  Administration  have  a  timeframe  for  a 
signing  ceremony?   Will  the  signing  ceremony  still  take  place 
in  Washington?   Which  countries  will  be  invited  to  send 
representatives? 

Answer : 

Israel  and  the  Palestinians  are  engaged  in  intensive 
negotiations  on  an  interim  agreement  that  will  cover 
redeployment,  security  issues,  the  additional  transfer  of  civil 
authority  to  the  Palestinian  Authority  on  the  West  Bank,  and 
Palestinian  elections.   If  the  Israelis  and  Palestinians  reach 
agreement  and  would  like  to  hold  a  signing  ceremony  in 
Washington,  we  would  welcome  them.   The  timing  would  depend  on 
when  the  parties  are  ready  to  sign  an  agreement.   It  would  be 
premature  to  make  any  decisions  on  exact  timing  until  the 
parties  have  reached  full  agreement. 

Similarly,  there  has  been  no  decision  on  invitees.   Should 
there  be  a  signing  ceremony,  we  would  expect  to  invite  Russia, 
our  cosponsor  for  the  Middle  East  peace  process;  key  parties 
from  the  region;  and  key  donor  countries. 
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Question: 

2.   What  is  the  timetable  for  Israeli  redeployment  from  the 
territories?   Will  Israeli  troops  redeploy  from  Bethlehem  and 
Ramallah  temporarily  during  an  election  period  or  will  they 
stay  in  place?   What  has  been  agreed  to  date  about  Hebron? 


Answer : 

Israel  and  the  Palestinians  are  still  negotiating 
arrangements  for  the  redeployment  of  the  Israeli  military  from 
the  West  Bank. 

Question: 

3.   What  information  do  you  have  about  the  two  parties' 
agreement  regarding  the  size  and  duties  of  the  Palestinian 
Council?   When  does  the  Administration  expect  Palestinian 
elections  to  occur?   What  compromise  is  likely  to  be  reached  on 
the  issue  of  election  participation,  in  all  its  components,  by 
Palestinian  residents  of  Jerusalem?   What  issues  currently 
remain  outstanding? 

Answer : 

The  parties  have  not  yet  reached  agreement  on  issues 

relating  to  the  size  and  duties  of  the  Palestinian  Council. 

The  Palestinians  favor  a  Council  with  100  members  while  Israel 

prefers  a  smaller  body. 

The  Administration  would  welcome  Palestinian  elections  as 
early  as  possible.   This  will  depend  on  when  the  parties 
conclude  their  negotiations  on  the  interim  agreement  and  how 
quickly  the  Palestinians  can  undertake  the  preparations 
necessary  for  an  election.   Although  various  proposals  have 
been  advanced  regarding  the  participation  in  elections  by 
Palestinian  residents  of  Jerusalem,  we  are  not  in  a  position  to 
anticipate  how  this  issue  will  be  resolved. 
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Question: 

4.  What  is  the  exact  promise  that  Yasser  Arafat  made  regarding 
deletion  of  those  parts  of  the  Palestinian  Covenant  that  call 
for  Israel's  destruction?  Will  the  Administration  expect 
action  by  the  Council  whether  or  not  Yasser  Arafat  is  elected 
head  of  the  Council?  Are  promises  made  by  Yasser  Arafat  to  be 
considered  binding  on  a  council  that  has  not  yet  been  elected? 

Answer : 

At  his  August  11  meeting  in  Taba  with  Foreign  Minister 

Peres,  Chairman  Arafat  agreed  that  within  two  months  after  the 

inauguration  of  the  Palestinian  Council,  the  Palestinian 

covenant  would  be  amended  in  accordance  with  his  September  9, 

1993  letter  to  Prime  Minister  Rabin.   We  expect  this  commitment 

to  be  honored,  regardless  of  who  is  elected  head  of  the 

Council.   For  our  part,  we  have  been  disappointed  at  the  PLC's 

failure  so  far  to  amend  the  covenant. 

5.  Have  the  Palestinians  prepared  a  draft  constitution?   What 
are  its  major  elements?   Has  the  United  States  provided  any 
input  about  what  should  be  in  the  document?   If  not,  who  has? 
Is  it  your  understanding  that  an  elected  Palestinian  Council 
will  adopt  a  constitution? 

Answer : 

We  understand  that  the  Palestinians  have  carried  out  some 

work  to  prepare  a  draft  constitution.   The  United  States  is  not 

involved  in  this  effort  but  the  Palestinians  are  receiving 

assistance  from  the  Palestinian  diaspora  community  and  several 

non-governmental  organizations  active  in  encouraging 

democratization  in  the  Gaza  Strip  and  West  Bank.   The 

Palestinians  have  not  shared  with  us  information  regarding  this 

effort.   Thus,  we  do  not  have  information  on  the  major  elements 

of  this  document.   Since  the  Palestinian  Council  has  not  yet 

been  elected,  we  cannot  make  an  informed  judgement  regarding 

its  intentions  to  adopt  a  constitution. 
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Question: 

6.   What  information  do  you  have  regarding  agreement  about  the 
participation  of  HAMAS  members  in  the  elections?   What  issues 
remain  outstanding?   Has  Yasser  Arafat  been  attempting  to  reach 
an  accommodation  with  HAMAS  so  that  HAMAS  will  participate  in 
the  elections?   What  is  HAMAS's  position  regarding  the 
elections?   Is  it  possible  that  participation  in  an  election 
would  be  a  moderating  force  on  HAMAS,  or  do  you  see  a  split 
developing  between  the  political  and  military  wings  of  HAMAS? 

Answer: 

Some  elements  of  HAMAS  have  indicated  a  willingness  to  join 

the  political  process  and  participate  in  the  upcoming 

Palestinian  elections.   HAMAS,  however,  has  not  taken  a  formal 

stance  on  election  participation. 


The  principal  objectives  of  Arafat's  efforts  to  reach  an 
accommodation  with  HAMAS  have  been  to  stop  terrorist  acts 
perpetrated  by  HAMAS  against  Israelis  and  to  prevent  violence 
between  HAMAS  and  the  Palestinian  Authority.   Participation  in 
elections  might  be  one  way  to  convince  elements  of  HAMAS  to 
support  the  Palestinian  Authority  (PA).   There  are  already 
differences  between  the  political  and  military  branches  of 
HAMAS,  such  as  over  the  use  of  violence  and  attitudes  toward 
the  PA. 
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Question: 

7.   Israeli  opposition  politicians  have  suggested  that  the 
Palestinians  have  a  compact  for  a  division  of  labor:   that 
Arafat  and  the  Palestinian  Authority  will  assume  the  guise  of 
moderates,  while  HAMAS  and  other  Islamist  terrorist  groups 
attack  within  the  green  line  (Israel's  pre-1967  borders).   The 
Israeli  opposition  contends  that  the  PLO  and  HAMAS  share  an 
ultimate  goal  of  control  of  Israel.   Does  the  Administration 
know  of  any  agreements  or  understandings  between  Arafat  and 
HAMAS,  members  of  the  PLO  and  HAMAS,  or  officials  of  the  PA  and 
HAMAS?   What  about  Islamic  Jihad  and  other  terrorist  groups? 
Has  any  U.S.  official  had  contact,  meetings  and  discussions  or 
dialogue  (whether  official  or  unofficial)  with  any  members  of 
HAMAS  since  the  bombing  of  the  World  Trade  Center?   If  so, 
under  what  circumstances,  where,  when,  and  between  whom?   What 
was  discussed?   (Please  provide  complete  information  on  all 
questions  posed  in  this  section  in  unclassified  and  classified 
form) . 

Answer: 

There  have  been  numerous  reports  that  Arafat  and  the 

Palestinian  Authority  (PA)  have  met  with  HAMAS  and  Islamic 

Jihad  officials  to  convince  them  to  stop  terrorist  attacks 

against  Israelis.   We  have  no  information  that  any  agreement 

was  ever  concluded. 


Since  April,  the  PA  has  taken  repeated  actions  against 
HAMAS  and  Islamic  Jihad.   This  has  included  the  arrest  and 
conviction  of  HAMAS  and  Islamic  Jihad  members,  the  confiscation 
of  weapons,  and  an  intensified  publicity  campaign  against 
terrorism.   There  is  every  indication  that  Arafat  views  these 
extremist  groups  as  a  threat  to  his  authority. 

It  is  Administration  policy  that  there  should  be  no 
contacts  between  U.S.  officials  and  members  of  HAMAS. 
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Question: 

8.   The  European  Union  has  taken  on  the  responsibility  of 
coordinating  election  observers  when  Palestinian  elections  take 
place.   How  long  after  an  agreement  is  signed  will  elections 
will  take  place?   What  role  will  the  United  States  play  in  the 
election/monitoring  process?  How  many  U.S.  observers  will 
participate?   Does  the  Administration  favor  the  inclusion  of 
observers  from  private  U.S.  organizations? 

Answer: 

No  date  has  been  set  for  elections  and  it  is  difficult  to 

predict  when  they  would  take  place. 


The  United  States  will  be  an  active  participant  in  the 
election  monitoring  effort  that  will  be  coordinated  by  the 
European  Union.   USAID  has  awarded  a  grant  to  the  National 
Democratic  Institute  (NDI)  to  organize  a  U.S.  observer 
delegation  with  20-30  members,  with  provisions  to  increase  this 
number  if  necessary.   Current  proposals  call  for  two 
pre-election  surveys  and  observation  of  the  election  itself. 
Besides  the  NDl-coordinated  effort,  the  Administration  welcomes 
participation  in  the  monitoring  effort  by  representatives  from 
private  U.S.  organizations. 

The  United  States  is  also  supporting  Palestinian  elections 
in  other  ways.   With  a  grant  provided  by  USAID,  the 
International  Foundation  for  Electoral  Systems  (IFES)  has 
established  an  elections  resource  center,  is  providing 
technical  assistance  to  the  Palestinian  elections  commission, 
and  has  conducted  numerous  workshops  aimed  at  the  development 
of  a  civic  society.   NDI  has  also  conducted  election  awareness 
workshops  and  is  engaged  in  voter  education  programs.   Finally, 
the  International  Republican  Institute  (IRI)  has  received  a 
USAID  grant  to  work  with  a  Palestinian  research  center  on 
public  opinion  polling. 
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Question: 

9.   What  measures  has  this  Administration  suggested  to 
Palestinian  officials  to  deter  violence  and  terrorist  acts 
against  Israelis?   How  does  the  Administration  assess  the 
effectiveness  of  the  Palestinian  police?   Who  has  and  is 
training  the  police?  Where  are  the  trainees  coming  from  and 
where  are  they  being  trained?   Are  Palestine  Liberation  Army 
members  still  among  those  being  trained  to  be  policemen?   Are 
any  Palestinians  still  being  trained  by  the  Red  Cross  in  Iraq? 
Or  in  Libya,  for  example? 

Answer: 

The  Administration  has  urged  that  Arafat  continue  to 

fulfill  the  commitments  in  his  September  9,  1993  letters  to 

Prime  Minister  Rabin  and  Foreign  Minister  Hoist  and  those  in, 

and  resulting  from,  the  good  faith  implementation  of  the 

Declaration  of  Principles.   These  include  renunciation  of  the 

use  of  terrorism  and  other  acts  of  violence. 


The  Palestinian  Authority  (PA)  has  taken  a  number  of  steps 
in  this  regard.   These  have  included  arrests  and  trials  of 
those  suspected  of  terrorism,  confiscation  of  illegal  weapons, 
and  strengthened  cooperation  and  coordination  with  Israel  on 
security  issues.   In  recent  months,  the  PA  has  indeed  acted  to 
crack  down  on  those  who  plan  and  carry  out  terrorism  and 
violence.   The  PA  has  preempted  several  planned  terrorist 
attacks  and  has  convicted  and  sentenced  persons  found  guilty  of 
involvement  in  terrorism  and  violence.   The  PA  has  also  issued 
an  order  to  confiscate  illegal  weapons  and  to  mandate  licences 
for  the  possession  of  firearms. 
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In  early  1994,  as  Palestinian  police  were  preparing  to 
enter  Gaza  and  Jericho,  they  received  a  basic  police  training 
course  in  Jordan  and  Egypt  from  the  host  governments  there. 
Some  Palestinian  military  contingents  from  Arab  countries 
continue  to  arrive  in  Gaza  and  join  the  police  force.   The 
Palestinian  police  in  Gaza  provides  the  initial  training  for 
these  recruits.   With  regard  to  specialized  and  follow-on 
training,  a  series  of  international  professional  and  technical 
traning  courses  is  being  provided  by  several  European  countries 
under  the  auspices  of  the  United  Nations.   These  courses  have 
been  well-received  by  the  Palestinians.   We  are  not  aware  of 
any  police  training  currently  being  conducted  by  the  Red  Cross. 
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Question: 

10.   Please  give  a  summary  of  each  Palestinian  police  or 
security  force,  its  duties,  the  number  of  officers  in  each 
branch,  where  those  officers  are  based  and  deployed,  and  who 
heads  each  force. 

Answer : 

The  Palestinian  Directorate  of  Police  consists  of  four 

formal  branches  -  public  security  forces,  civil  police, 

intelligence,  and  emergency  and  rescue  services  -  together  with 

a  small  coastal  police  unit.   Major  General  Nasser  Yusif  is  the 

overall  commander  of  the  Palestinian  police  force  in  Gaza.   MG 

Ismail  Jabr  commands  the  police  elements  in  Jericho.   The 

largest  branch  of  the  more  than  16,000-man  police  force  is  the 

paramilitary  public  security  force  which  performs  border  patrol 

duties,  mans  checkpoints,  and  serves  as  back,  up  to  the  civil 

police.   The  civil  police  branch  with  some  3,000  personnel  is 

commanded  by  BG  Jabali  and  performs  the  law  enforcement 

function.   Amin  al-Hindi  heads  the  intelligence  branch.   In 

addition  to  the  formal  structure  provided  for  in  the  May  4, 

1994  Gaza-Jericho  agreement,  there  are  the  preventive  security 

forces.   This  unofficial  group  of  Fatah  supporters  functions  as 

a  Fatah  party  organ  in  support  of  the  peace  process  and  is 

headed  in  Gaza  and  Jericho  by  Muhammed  Dahlan  and  Jabril 

Rajoub.   A  presidential  security  unit  provides  protection 

services  for  the  Palestinian  Authority. 
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Question: 

11.  Are  Hoist  Funds  being  used  to  pay  the  salaries  or 
administrative  costs  of  police,  trainees  or  others  in  the 
self-rule  areas?   If  so,  whose  salaries  and/or  which 
administrative  costs?   Are  Hoist  Funds  being  used  to  pay  the 
salaries  and/or  administrative  expenses  of  PLA  members, 
police-trainees,  police  or  others  in  other  countries?   If  so, 
in  what  countries  are  these  individuals  located,  and  which 
costs  are  being  expended? 

Answer: 

The  Hoist  Funds  are  not  being  used  to  pay  the  salaries  or 

administrative  costs  of  the  Palestinian  police,  police  trainees 

or  others  associated  with  police,  either  in  the  self-rule  areas 

or  elsewhere.   The  terms  of  the  Grant  Agreement  between  the 

World  Bank,  which  administers  the  fund,  and  the  Palestinian 

Authority  specifically  preclude  using  Hoist  Funds  for  the 

Palestinian  police. 

12.  Have  any  U.S.  funds  or  equipment  benefitted  Palestinian 
police,  trainees,  or  others  located  in  any  area  not  in 
Gaza-Jericho?   If  so,  where,  both  currently  and  in  the  past? 
Have  any  U.S.  funds  or  equipment  been  used  to  pay  the  salaries 
and  administrative  costs  of  any  Palestinian  individuals  located 
in  any  area  not  in  Gaza-Jericho? 

Answer : 

A  portion  of  the  $5,000,000  provided  by  the  U.S.  in  1994 
was  used  to  pay  Palestinian  Police  salaries  immediately  prior 
to  their  transfer  inside  the  self-rule  areas  following  the  May 
4  Cairo  Agreement  on  Gaza-Jericho.   These  payments  were  first 
submitted  for  approval  to  the  Government  of  Israel  by  the 
Palestinian  Authority.   The  approved  lists  of  Palestinian 
police  included,  besides  those  already  in  Gaza  and  the  West 
Bank,  police  returning  to  the  self-rule  areas  from  Jordan, 
Egypt,  Sudan  and  Yemen. 

The  World  Bank-coordinated  Hoist  Fund,  to  which  the  U.S. 
is  a  contributor,  is  disbursed  in  areas  throughout  the  West 
Bank. 
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Question: 

13.  Last  year  the  Administration  changed  its  definition  of 
a  Palestinian  refugee.   What  prompted  this  change,  in  what 
ways  did  the  new  definition  change  someone's  status,  and 
what  new  benefits  accrue  to  Palestinian  refugees,  in  each 
location  where  they  are  known  to  be?   has  any  additional 
spending  been  authorized/obligated/disbursed  as  a  result 
of  this  change  in  status?   If  so,  please  detail  in  full. 
If  not,  then  why  was  the  change  made?   What  is  the  Refugee 
Bureau,  or  any  other  bureau  in  the  State  Department,  or 
AID,  doing  differently  as  a  result  of  the  change? 

Answer: 

The  Administration  did  not  change  its  definition  of  a 

Palestinian  refugee.   On  July  14,  1994  President  Clinton 

signed  a  directive  enabling  the  Palestinian  refugees  in 

the  Middle  East  to  qualify  for  assistance  which  would 

"contribute  to  the  foreign  policy  interests  of  the  United 

States."   No  funds  were  specifically  obligated  as  a  result 

of  this  directive  although  it  gave  the  State  Department 

and  AID  the  flexibility  to  deal  with  NGOs  as  well  as  UNRWA 

on  humanitarian  projects  to  benefit  the  Palestinian 

refugees . 

14.  Secretary  of  State  Warren  Christopher  recently  stated  that 
the  U.S.  "will  see  if  we  can't  lend  an  even  stronger  hand  as 
(the  parties)  come  into  the  final  stages  of  these 
negotiations."   What  kind  of  additional  assistance  was  the 
Secretary  referring  to? 

Answer: 

Secretary  Christopher  was  making  a  statement  of  U.S. 

support  for  the  negotiations  underway  between  Israel  and  the 

Palestinians.   He  was  not  referring  to  any  specific  proposal 

for  additional  assistance.   However,  should  the  parties 

successfully  conclude  their  negotiations  on  an  interim 

agreement,  the  international  community  must  do  its  part  to 

muster  the  resources  necessary  to  make  that  agreement  succeed. 
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Answer  Incorporates  Information  as  of  August  31,  1995 

Middle  East  Peace  Process  -  Israel/Palestinian  Negotiating  Track 

Question: 

15.   How  much  money  is  currently  in  the  Hoist  Fund?   Whose 
money  is  currently  in  the  Fund,  or  was  most  recently  in  the 
Fund?   Why  did  the  European  nations  announce  at  the  April  26, 
1995  donors  conference  in  Washington  that  they  would  no  longer 
give  money  to  the  Hoist  Fund?   Are  they  holding  to  this 
position? 

Answer : 

As  of  August  31,  the  latest  date  for  which  figures  are 
available,  the  Hoist  Fund  contained  $27.3  million.   Of  that, 
the  United  States  provided  1  million,  member  states  within  the 
EU  4.3  million,  Kuwait  3  million,  Saudi  Arabia  10  million, 
Israel  4  million,  and  Canada  5  million. 

Individual  European  states  have  not  refused  to  donate  to 
the  Hoist  Fund,  as  the  above  figures  attest.   The  European 
Union,  as  a  collective,  does  not  use  its  money  for  the  Hoist 
fund.   Rather,  it  provides  parallel  budget  support  through  its 
own  channels. 
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Question: 

16.   Please  provide  complete  information  on  direct  and  indirect 
support  for  Palestinians,  including  the  Palestinian  Authority, 
refugees,  etc.,  including  but  not  limited  to:  AID  assistance. 
Refugee  Bureau  assistance.  Agriculture  and  Defense  Department 
assistance.  Builders  for  Peace,  etc.,  as  well  as  international 
efforts,  e.g.  UNRWA,  UNDP.   What  is  the  total  assistance  in 
FY93,  FY94  and  FY95?   What  is  projected  for  FY96? 


Answer: 

At  the  Conference  to  Support  Middle  East  Peace  in  October 
1993,  donors  pledged  some  $2.3  billion  in  assistance,  with 
about  $1.3  billion  pledged  for  1994  and  1995.   The  World  Bank 
estimates  that  donors  have  disbursed  about  $603  million  by 
August  1995,  with  about  half  of  this  going  toward  start-up 
costs  and  salary  payments  to  help  get  Palestinian 
administrative  institutions  up  and  running.   Development 
projects  which  had  gotten  off  to  a  slow  start  last  year  have 
now  taken  on  new  momentum,  with  visible  progress  over  the  past 
few  months. 

Many  donors  have  also  provided  funding  or  assistance  to 
the  West  Bank  and  Gaza  outside  the  scope  of  their  formal  pledge 
(e.g.,  annual  U.S.  contributions  to  UNRWA).   The  World  Bank 
serves  as  the  Secretariat  of  the  Ad  Hoc  Liaison  Committee 
(AHLC) .   As  such,  it  periodically  canvasses  donors  on  the 
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status  of  the  $2.3  billion  in  pledges.   However,  donors  are  not 
required  to  report  to  the  World  Bank  on  the  status  of  their 
pledges,  nor  are  they  prohibited  from  providing  assistance 
outside  the  scope  of  the  $2.3  billipn  effort. 

Donor  projects  include  the  World  Bank  emergency 
rehabilitation  program  to  improve  the  current  road,  water  and 
sewerage  systems,  a  U.S.  housing  construction  project  and  job 
creation  activities,  various  donors'  technical  assistance 
efforts  in  fiscal  management,  elections  and  democracy, 
rehabilitation  of  schools  and  public  works  programs  to  create 
jobs. 

At  the  Washington  conference  in  October  1993,  the  U.S. 
pledged  $500  million  from  1994-1998:   $375  million  in  USAID 
grants  and  $125  million  in  OPIC  loan  guarantees  /insurance.   Of 
the  $200  million  pledged  by  the  U.S.  in  the  first  two  years  (CY 
1994/95),  we  have  released  $134  million  as  follows: 

$67  million  Development/technical 

assistance;  democracy/rule 
of  law  programs;  UNRWA 
housing/school 
rehabilitation;  Gaza 
housing;  PVOs/NGOs;  food 
assistance 
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40  million     World  Bank's  Hoist  Fund  for  operating 

costs  for  the  Palestinian  Authority 
11  million     Gaza  wastewater  project 
8  million     Public  works  projects 
5  million     Palestinian  police 
3  million     OPIC  insurance  of  U.S.  investors 

producing  concrete  building  elements 

Above  and  beyond  our  1994/95  pledge,  we  have  provided 
$148  million  through  our  regular  contributions  to  UNRWA  for 
education,  training,  medical/social  services  (for  Palestinian 
refugees  in  the  West  Bank,  Gaza,  Lebanon,  Syria  and  Jordan), 
and  $14  million  worth  of  DOD  vehicles,  spare  parts,  and  medical 
equipment  for  the  police  and  the  PA  Ministry  of  Health. 

The  Department  of  Agriculture  (USDA)  has  provided  some 
technical  assistance  through  its  Agriculture  Research  Service 
(ARS) .   ARS  horticultural  experts  have  travelled  to  the  West 
Bank  and  Gaza  to  evaluate  the  potential  for  cultivation  of  new 
flower  varieties  in  response  to  Palestinian  requests  for 
assistance  in  promoting  export  crops  that  might  substitute  for 
more  water-intensive  citrus  now  grown  in  the  areas.   USDA, 
State  and  AID  are  now  discussing  possible  follow-on  steps, 
including  procurement  of  tissue  and  training  for  Palestinian 
growers.   The  duration  and  overall  value  of  USDA  assistance  has 
not  yet  been  determined. 
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We  are  complementing  our  public  sector  efforts  by  working 
to  improve  the  environment  for  the  private  sector  through: 

extension  in  April  1995  of  GSP  privileges  and  an  effort 
to  explore  with  Congress  extension  of  duty-free  entry 
into  the  U.S.  for  items  produced  in  the  West  Bank  and 
Gaza. 

OPIC  trade  missions  (including  one  in  July  1995),  and  a 
new  $250  million  regional  investment  fund  that  will  be 
managed  by  Mitchell  Hutchins. 

Last  January,  we  reprogrammed  approximately  $40  million 
of  our  FY  95  funds  to  emphasize  job  creation,  high 
visibility  infrastructure,  and  private  sector  activity. 
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Question: 

17.   In  its  various  accords  with  Israel,  the  PLO  has  agreed  to, 
among  other  things,  prosecute  terrorists,  prevent  the  use  of 
unauthorized  forces,  confiscate  unauthorized  weapons,  and 
extradite  terrorists  to  Israel.   What  progress  has  Arafat  made 
in  licensing  weapons  and  confiscating  unlicensed  weapons  in  the 
areas  under  his  control?   How  many  weapons  were  confiscated  in 
the  effort  that  was  announced  earlier  this  spring?   What 
progress  has  been  made  in  arresting  and  prosecuting  terrorists? 
Is  the  PLO  complying  with  the  commitment  to  extradite  to  Israel 
individuals  wanted  of  terrorist  acts?   What  steps  is  the  U.S. 
taking  to  obtain  compliance  with  this  commitment? 

Answer: 

The  Palestinian  Authority  (PA)  has  taken  further  steps  in 

recent  months  to  crack  down  on  those  who  plan  and  carry  out 

terrorism  and  violence.   It  has  preempted  several  planned 

terrorist  attacks,  convicted  and  sentenced  persons  found  guilty 

of  involvement  in  terrorism  and  violence,  and  moved  to  restrict 

the  prevalence  of  weapons  in  the  areas  under  its  control. 

Cooperation  and  coordination  with  Israeli  security  forces 

continues  to  improve.   We  are  closely  monitoring  the 

implementation  of  PA  actions  against  unlicensed  weapons  and 

have  made  clear  to  Chairman  Arafat  that  we  expect  substantial 

and  sustained  progress  in  this  area.   We  do  not  have  confirmed 

data  on  the  number  of  weapon  confiscations  or  registrations. 
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In  recent  months,  the  PA  has  detained  individuals  suspected 
of  terrorism  on  numerous  occasions.   Many  members  of  HAMAS  are 
still  being  detained  by  the  PA.   In  April  and  May,  the  Gaza 
security  courts  issued  33  convictions,  according  to  a  recent 
Amnesty  International  report.   The  security  courts  resumed 
operation  in  July,  after  the  suicide  bus  bombing  in  Ramat  Gan. 

Israel  has  reportedly  made  three  formal  and  two  informal 
requests  for  suspects  believed  to  be  within  territory  under  the 
jurisdiction  of  the  Palestinian  Authority.   These  requests  are 
under  discussion  between  the  parties  in  accordance  with  the 
Gaza/Jericho  agreement.   In  addition,  the  PA  claims  to  have 
turned  over  20  prisoners  to  the  Israelis  without  a  formal 
request.   We  remain  concerned  about  this  aspect  of  the  PA's 
performance  on  security  matters  and  have  raised  with  Arafat  and 
other  PA  officials  the  importance  of  abiding  by  the  agreements 
signed  with  Israel. 

Arafat  has  shown  an  increased  willingness  to  put  pressure 
on  HAMAS  and  other  violent  opponents  of  peace.   The  success  of 
these  steps  to  control  terrorism  can  only  be  evaluated  over 
time,  but  they  do  demonstrate  a  far  more  systematic  effort  to 
counter  and  punish  those  responsible  for  planning  or  carrying 
out  acts  of  terror. 
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Question: 

18.   In  the  wake  of  the  terrorist  attack  in  Ramat  Gan  which 
killed  5  Israelis  and  wounded  32  on  July  24,  Arafat  publicly 
condemned  the  attack  as  "an  attempt  to  sabotage  the  ...peace 
process."   How  do  you  view  Arafat's  record  of  condemning 
terrorist  attacks  as  they  occur  in  Israel?   How  often  has 
Arafat  exhorted  the  Palestinian  people  to  eschew  violence?   Has 
he  done  so  in  speeches  broadcast  on  Palestinian  TV?   What  steps 
must  Yasser  Arafat  and  the  Palestinian  Authority  take  to  seek 
out  and  eliminate  terrorist  bases  within  its  autonomous  areas? 

Answer: 

Chairman  Arafat  and  other  senior  Palestinian  Authority  (PA) 
officials  have  regularly  condemned  acts  of  terrorism  as  they 
have  occurred.   This  was  true  after  the  July  Ramat  Gan  bus 
bombing,  as  noted  above,  as  well  as  following  the  August  21  bus 
bombing  in  the  Jerusalem  neighborhood  of  Ramot  Eshkol. 


Arafat's  condemnations  of  violence  and  terrorism  have  been 
reported  in  the  Palestinian  media.   We  do  not  have  information 
on  the  frequency  of  such  reports  or  whether  they  have  been 
broadcast  on  Palestinian  television. 

As  noted  in  the  June  1  PLO  Commitments  Compliance  Act 
Report  (covering  December  1,  1994  -  May  31,  1995),  the  PA  has 
taken  more  meaningful  measures  against  those  who  plan  and  carry 

out  terrorism  and  violence.   The  PA  must  continue  its  efforts 
to  counter  and  punish  those  responsible  for  acts  of  terror. 
This  would  include  the  arrest  and  trial  of  those  suspected  of 
terrorism,  the  licensing  and/or  confiscation  of  weapons,  and 
cooperation  and  coordination  with  Israel  on  security  issues. 
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Question: 

19.   As  part  of  the  Declaration  of  Principles,  the  PLO  agreed 
to  establish  standards  of  financial  accountability  and  to  use 
multilateral  assistance  funds  for  building,  governing,  and 
stabilizing  the  areas  under  Palestinian  control.   What  progress 
has  the  PA  made  in  ensuring  transparency  and  accountability  of 
the  multilateral  donor  assistance  it  is  receiving?   How  well  is 
the  Palestinian  taxation  system  working?   How  much  of 
anticipated  Palestinian  Authority  operating  expenses  can  be 
generated  by  various  taxes  and  their  timely  collection?   Is 
there  a  deficit  or  an  excess?   What  other  income/revenues  are 
available  to  the  PA?   Have  Israel  and  the  Palestinian  Authority 
agreed  that  income  tax  and  VAT  files  of  Palestinians  resident 
in  Jerusalem  will  be  transferred  to  the  Palestinian  Authority? 
How  much  revenue  is  expected  from  this  spigot,  and  over  what 
period  of  time  will  the  income  taxes  and  VAT  files  be 
transferred? 


Answer: 

An  agreement  in  the  Tripartite  Action  Plan  on  Revenues, 
Expenditures  and  Donor  Funding  for  the  Palestinian  Authority, 
signed  April  27,  1995  by  the  PLO  for  the  benefit  of  the 
Palestinian  Authority,  by  the  Government  of  Israel  and  by  the 
Ad  Hoc  Liaison  Committee  calls  on  the  IMF  to  issue  a  series  of 
quarterly  reports  on  fiscal  developments  in  the  West  Bank  and 
Gaza  Strip.   The  first  of  these  reports,  covering  the  period 
April  to  June  1995  was  released  in  July.   The  results  were 
encouraging.   The  Palestinian  Authority  has  done  relatively 
well  on  tax  collection  efforts,  and  these  have  improved 
steadily  over  time.   The  IMF  report  noted  that  the 
accountability  for  donor  funds  has  been  ensured  through  an 
elaborate  system  of  checks  audited  by  the  firm  of  Touche  Ross, 
Saba  8<  CO.   Israel  has  also  worked  hard  to  improve  and 
regularize  its  system  for  remitting  to  the  PA  relevant  taxes 
from  the  West  Bank  and  Gaza. 
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For  the  period  October  1994-January  1995,  projected 
Palestinian  Authority  revenues  were  $36.54  million,  with  actual 
receipts  totalling  $46.12  million.   The  1995  PA  budget, 
developed  with  assistance  of  the  IMF  and  presented  to  donors  in 
Paris  in  April,  projects  PA  revenues  of  $216  million  for  1995, 
with  domestic  tax  revenue  projected  at  $85  million,  revenue 
clearances  from  Israel  at  $99  million,  and  domestic  non-tax 
revenue  at  $32  million.   Total  expenditures  are  estimated  at 
$444  million  (including  expected  receipts  from  Israel),  leaving 
a  financing  gap  of  $228  million.   Without  external  financing 
from  donors,  the  PA  would  have  great  difficulty  covering  this 
gap  solely  on  the  basis  of  the  economic  authorities  currently 
under  their  control. 

The  PA  is  ahead  of  schedule  in  revenue  collecting, 
including  arrears.   In  its  report  the  IMF  found  a  preliminary 
actual  budget  deficit  of  $57.68  million  for  the  first  half  of 
1995,  versus  a  projected  deficit  of  $117.89  million  in  the 
April  27  PA  budget.   The  resulting  $60.21  million  reduction  in 
the  deficit  should  reduce  the  amount  of  donor  funding  required 
through  the  end  of  1995  by  a  corresponding  amount. 

We  understand  that  the  Government  of  Israel  intends  to 
transfer  additional  revenues  to  help  pay  for  the  PA's 
expenditures  in  the  West  Bank,  comprised  of  the  import  and 
petroleum  excise  taxes  collected  for  the  West  Bank. 

The  PA  and  the  GOI  are  discussing  issues  related  to 
income  tax  and  VAT  files  of  Palestinians  resident  in  Jerusalem. 
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Question: 

20.   What  is  the  State  Department's  best  estimate  of  PLC's 
assets,  liquid  and  fixed?   Has  the  United  States  asked  Yasser 
Arafat  to  disclose  the  PLC's  assets?   If  so,  what  was  his 
response?   If  not,  why  not,  and  what  do  you  intend  to  do  to 
obtain  Arafat's  compliance  regarding  asset  disclosure? 


Answer : 

The  question  of  the  PLC's  assets  is  dealt  with  in  a 
classified  GAO  report,  requested  by  Congressman  Oilman  and 
available  to  the  Committee,  entitled  Foreign  Assistance: 
Financial  Condition  of  the  Palestine  Liberation  Crganization. 
We  are  currently  working  with  the  GAO  on  their  request  for  a 
declassified  version  of  this  report.   The  Department  believes 
that  this  report  represents  a  serious  effort  despite 
difficulties  in  making  reliable  estimates. 
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Question: 

21.   During  his  visit  to  the  region  in  March,  Vice  President 
Gore  announced  that  the  Palestinian  Authority  would  be  allowed 
to  export  goods  to  the  U.S.  free  of  tariffs.   Ambassador  Ross 
noted  at  one  point  that  Congressional  action  on  this  was  not 
required,  and  that  the  U.S.  hoped  to  bring  about  the  creation 
of  these  zones  utilizing  the  U.S. -Israel  Free  Trade  Agreement. 
What  clarification  can  you  bring  to  this  discussion,  since  the 
U.S. -Israel  agreement  does  not  cover  Palestinian  free  trade 
zones.   Therefore,  how  does  the  Administration  envision  the 
creation  of  industrial  zones? 

Answer: 

Products  from  the  West  Bank  and  Gaza  do  not  benefit  from 
the  U.S. -Israel  FTA.   They  enter  the  U.S.  as  products  of  the 
West  Bank  and  Gaza  under  new  marking  procedures  implemented  in 
1994.   In  April  1995  we  extended  to  the  WB/G  the  terms  of  the 
Generalized  System  of  Preferences  (GSP) .   In  order  to  track 
with  these  revised  marking  procedures  for  the  WB/G  (and  in 
keeping  with  the  Administration's  larger  effort  to  promote 
economic  development  throughout  the  territories),  we  decided  to 
broaden  our  effort  for  duty-free  access  to  the  U.S.  market  to 
the  entire  West  Bank  and  Gaza  Strip,  rather  than  just  from 
industrial  zones. 

After  considering  various  options,  we  intend  to  seek  a 

separate  legislative  authority  to  unilaterally  allow  duty-free/ 
quota-free  import  into  the  U.S.  of  items  produced  in  the  West 
Bank  and  Gaza,  with  a  cumulation  clause  to  permit  some  Israeli 
content.   We  would  also  seek  a  reciprocal  assurance  from  the 
Palestinians  (to  extend  duty/quota-free  treatment  to  U.S. 
goods,  with  a  cumulation  clause  for  Israel).   Furthermore,  we 
would  seek  from  the  Palestinians  assurances  on  non- 
discriminatory treatment  of  U.S.  products,  provisions  for 
dispute  resolution,  efforts  to  end  the  Arab  League  boycott,  and 
inspections  to  prevent  textile  circumvention. 
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Middle  East  Peace  Process: Israel/Syria  Negotiating  Track 

Question: 

1.   Talks  between  Israeli  and  Syrian  Chiefs  of  Staff  were  to  be 
followed  within  several  weeks  by  talks  between  lower-level 
military  officers. 

What  happened  either  during  the  Chiefs  of  Staff's  meetings 
or  at  subsequent  meetings  between  Special  Middle  East 
Coordinator  (SMEC)  Dennis  Ross  and  officials  in  Damascus  to 
change  Syria's  mind  about  procedures? 

Answer: 

During  the  Secretary's  June  trip  to  the  Middle  East,  he 
announced  that  Israel  and  Syria  had  agreed  on  a  sequence  of 
steps  for  their  negotiations.   Under  the  agreed  sequence, 
Israeli  and  Syrian  chief s-of-staff  held  talks  in  Washington  in 
June,  SMEC  Dennis  Ross  visited  the  region,  but  the  Syrians  did 
not  follow  through  with  the  next  stage  of  the  sequence  —  talks 
in  the  second  half  of  July  between  military  experts.   We  are 
not  clear  as  to  the  precise  reasons  the  Syrians  refused  to 
follow  through.   Subsequently,  Syria  has  linked  these  talks 
with  Israel's  dropping  its  insistence  that  it  retain  an 
early-warning  ground  capability  on  the  Golan  Heights  and 
significant  progress  on  substantive  issues. 

Question: 

2.   An  Israeli  newspaper  claimed  that  Ambassador  Ross  had 
presented  the  parties  with  either  an  agenda  for  continuing 
military  talks  or  a  draft  agreement  on  security  arrangements 
that  would  be  an  appendix  to  a  peace  treaty. 

Did  Ambassador  Ross  make  such  a  presentation?   If  so,  what 
were  its  contours?   Could  this  presentation  have  hardened 
Syria's  approach  to  the  talks? 

Answer: 

After  the  meetings  between  the  Israeli  and  Syrian  chiefs 
of  staff.  Ambassador  Ross  presented  the  two  sides  with  his 
summary  of  their  discussions.   This  summary  contained  the  key 
issues  which  emerged  in  their  meetings  and  subjects  for 
follow-on  discussions. 
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Question: 

3.   Secretary  Christopher  apparently  sent  a  strong  message 
demanding  that  Syria  return  to  the  negotiating  table,  per  the 
agreement  that  had  been  reached  regarding  military  talks. 

Has  Syria  agreed  to  resume  military  talks?   If  so,  when  and 
where  will  they  take  place?   Who  will  lead  the  negotiations 
for  each  side?  What  is  the  agenda,  and  is  it  the  same 
agenda  what  (sic)  was  agreed  to  when  the  Chief  of  Staffs 
met? 

Is  the  issue  of  ground  or  air  surveillance  the  crux  of  the 
current  impasse?   Does  the  Administration  plan  to  offer  any 
initiatives  to  overcome  this  stalemate? 

Has  Syria  abandoned  the  U.S.  approach  of  attempting  to 
separate  security  arrangements  from  other  issues?   Why  did 
the  Adminstration  choose  to  have  the  parties  deal  with 
security  arrangements  without  agreeing  on  a  final  boundary 
for  which  arrangements  will  be  made? 

Answer: 

During  the  Secretary's  June  trip  to  the  Middle  East,  he 

announced  that  Israel  and  Syria  had  agreed  on  a  sequence  of 

steps  for  their  negotiations.   Under  the  agreed  sequence, 

Israeli  and  Syrian  chief s-of-staff  held  talks  in  Washington  in 

June,  SMEC  Dennis  Ross  visited  the  region,  but  the  Syrians  did 

not  follow  through  with  the  next  stage  of  the  sequence  —  talks 

in  the  second  half  of  July  between  military  experts.   We  are 

not  clear  as  to  the  precise  reasons  the  Syrians  refused  to 

follow  through.   Subsequently,  Syria  has  linked  these  talks 

with  Israel's  dropping  its  insistence  that  it  retain  an 

early-warning  ground  capability  on  the  Golan  Heights  and 

significant  progress  on  substantive  issues.. 
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Question: 


4.   Prime  Minister  Rabin  and  other  Israeli  officials  have  said 
that  they  would  not  reveal  their  definition  of  a  boundary  until 
the  end  of  the  process. 

Do  you  have  any  indications  that  this  position  might 
change?   Has  the  Israeli  government  changed  its  position  on 
this  issue? 


Answer: 

Prime  Minister  Rabin  has  referred  to  the  possibility  of  a 
"significant  withdrawal"  from  the  Golan,  but  he  and  other 
Israeli  government  officials  have  not  provided  any  further 
elaboration  on  final  border  arrangements. 

Question: 

5.   Has  Syria  elaborated  on  its  vision  of  peace?   If  so,  what 
dimensions  will  it  take?   Would  confidence-building  measures 
facilitate  an  agreement?   What  measures  has  Israel  proposed? 
Why  does  Syria  oppose  early  confidence-building  measures? 

Answer: 

The  Syrian  leadership  has  stated  that  it  will  pursue  a  full 

peace  with  Israel,  and  that  it  is  prepared  to  meet  the 

reguirements  of  peace.   Although  Syria  declines  to  elaborate  on 

the  details  of  a  future  relationship  before  a  peace  agreement 

is  closer  to  being  concluded,  these  statements  indicate  Syrian 

willingness  to  implement  all  the  practical  aspects  of  a  peace 

agreement.   We  continue  to  believe  that  confidence  building 

measures  on  both  sides,  including  public  statements  in  support 

of  the  peace  process,  would  help  us  toward  an  agreement. 
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Question: 

6.   When  Syrians  talk  about  international  or  friendly  forces 
manning  early  warning  stations,  to  whom  are  they  referring? 
Has  Syria,  or  Israel,  requested  U.S.  troops  or  civilian 
personnel  for  early  warning  stations,  monitoring  of 
demilitarization  zones,  or  other  purposes?   Has  the  United 
States  offered  to  maintain  early  warning  stations?   Has  the 
Administration  offered  to  do  anything  else?   Does  the 
Administration  expect  to  receive  such  a  request?   (Please 
provide  complete  information  in  unclassified  and  classified 
form) . 

Answer : 

As  we  have  said  all  along,  the  U.S.  is  prepared  to  support 

an  Israeli  -  Syrian  agreement  and  to  consider,  subject  to 

consultations  with  Congress,  the  use  of  U.S.  personnel, 

possibly  including  troops,  to  support  a  peace  agreement.   There 

is  ample  time  for  very  complete  consultations  with  the  Congress 

on  the  question  of  any  kind  of  U.S.  presence  on  the  Golan.   But 

that  discussion  should  take  place  at  a  time  when  the  nature  of 

possible  security  arrangements  --  and  the  role  of  a  possible 

international  presence  --  are  clearer. 

Because  the  parties  themselves  have  not  yet  discussed  what 
role  international  forces  might  play  in  the  security 
arrangements,  it  is  unwise  to  speculate  about  the  circumstances 
of  a  U.S.  presence  on  the  Golan.   However,  any  presence  would 
be  in  the  context  of  a  peace  treaty  which  ended  the  conflict 
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between  Syria  and  Israel.   We  would  also  expect  Israel  and 
Lebanon  to  conclude  a  peace  treaty  with  security  arrangements 
that  ensure  terrorist  groups  would  not  be  able  to  operate  in 
southern  Lebanon,  adjacent  to  the  Golan  Heights.   It  should  also 
be  borne  in  mind  that  there  has  been  an  international  presence 
on  the  Golan  Heights  since  1974,  as  part  of  the  Golan 
Disengagement  Agreement.   In  twenty-one  years,  this  UNDOF  force 
—  which  from  time  to  time  includes  American  officers  on 
secondment  from  the  UN  Truce  Supervision  Organization  --  has 
never  been  subjected  to  a  terrorist  attack. 

Finally,  we  have  had  informal,  generic  discussions  with  the 
Israelis  regarding  appropriate  forms  of  U.S.  assistance  in 
support  of  any  change  in  Israel's  security  needs  resulting  from 
a  Syrian-Israeli  peace  agreement.   We  do  not  anticipate  specific 
requests  for  assistance  from  Israel  until  more  progress  has  been 
made  in  Israel's  negotiations  with  Syria. 

Question: 

7.   Given  the  defeat  of  the  super-majority  bill  in  Israel's 
Knesset,  can  it  be  assumed  that  Prime  Minister  Rabin  has  a 
mandate  strong  enough  to  reach  agreement  with  Syria  that  might 
require  Israeli  withdrawal  from  most,  if  not  all,  of  the  Golan 
Heights? 

Answer: 

We  believe  that  there  is  strong  support  from  the  Israeli 
public  for  peace  with  Syria. 
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Question: 

8.   In  discussing  the  Syrian-Israeli  negotiating  track,  the 
phrases  "peace  agreement"  and  "peace  treaty"  are  invariably 
used  interchangeably  by  the  media,  despite  the  differences 
between  an  "agreement"  and  a  "treaty".   The  Syrians  only  seem 
to  speak  of  an  agreement,  not  a  treaty. 

Does  the  State  Department  believe  there  are  differences 
between  the  two  terms,  and  if  so,  what  are  they?   What 
legal  differences  exist  in  international  law  between  an 
agreement  and  a  treaty?   Do  you  believe  that  the  two 
parties  are  talking  about  a  different  final  document? 

Answer : 

Unlike  U.S.  domestic  law,  which  draws  a  distinction  between 

an  agreement  and  a  treaty,  there  is  no  such  distinction  in 

international  law,  which  considers  an  agreement  and  treaty  as 

equally  binding. 


We  do  not  attach  any  significance  to  the  Syrian  media's  use 
of  the  term  "agreement."   Both  "agreement"  and  "treaty"  appear 
in  the  Syrian  media,  although  "agreement"  occurs  with  greater 
frequency.   We  believe  that  Israel  and  Syria  are  referring  to 
the  same  final  document  --  a  treaty  of  peace. 
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Israel 

Question: 

1.   Recently,  the  Indonesian  government  placed  many 
discriminatory  restrictions  on  the  Israeli  archery  team  as 
a  condition  of  their  participation  in  an  international 
archery  competition.   The  Indonesian  government  did  not 
want  the  team  wearing  uniforms  bearing  their  national 
emblem;  did  not  want  the  Israeli  flag  shown;  did  not  want 
the  Israeli  team  to  march  in  the  opening  and  closing 
ceremonies;  and  did  not  want  the  Israeli  national  anthem 
to  be  played  should  an  Israeli  participant  win  a  medal. 
What  official  statement  will  Secretary  of  State 
Christopher  make  to  the  Indonesian  government  during  his 
upcoming  visit  there?   What  additional  steps  does  the  U.S. 
plan  to  take  on  this  issue? 


Answer: 

Before  the  August  1-6  Olympic  archery  qualifying 
round  in  Jakarta,  we  approached  the  Indonesian  government 
at  senior  levels  to  convey  our  deep  concern  at  reports 
that  Indonesia  was  planning  to  place  restrictions  on 
Israeli  athletes  making  it  impossible  for  them  to  take 
part  in  the  event.   The  Government  of  Indonesia 
nevertheless  decided  to  impose  those  restrictions,  and  the 
Israeli  team  did  not  participate  in  the  competition  in 
Jakarta . 

Secretary  Christopher  does  not  have  a  trip  planned  to 
Indonesia.   However,  before  his  departure  in  late  July  for 
meetings  with  ASEAN  ministers  in  Brunei,  he  made  it  clear 
to  the  Indonesian  government  that  we  were  deeply 
disappointed  by  the  restrictions  imposed  on  Israeli 
athletes.   In  addition  to  the  contravention  of 
international  Olympic  principles  in  the  Indonesians' 
action,  we  pointed  out  that  Indonesia's  decision  was 
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particularly  disturbing  in  light  of  the  historic  changes 
which  have  occurred  in  the  peace  process  over  the  past  two 
years  and  in  Israel's  relationship  with  its  neighbors. 

We  understand  that,  as  a  gesture  of  solidarity  with 
Israel,  the  61  national  teams  which  took  part  in  the 
archery  tournament  in  Jakarta  agreed  unanimously  that  no 
national  flags  should  be  flown  during  the  closing 
ceremonies  parade.   Further  steps  on  this  matter  fall 
within  the  purview  of  Olympic  officials  as  well.   We 
remain  in  touch  with  Israeli  officials  and  representatives 
of  the  International  Olympic  Committee  to  help  ensure  that 
the  Israeli  team  will  not  suffer  in  any  way  at  the  Atlanta 
games  because  of  Indonesia's  action. 

Ouestion: 

2.   As  you  know,  Israel  is  facing  increasing  threats  of 
ballistic  missiles  and  non-conventional  weapons.   Nations  still 
at  war  with  Israel  are  acquiring  the  most  advanced  weapons  in 
the  world  today,  calling  into  question  Israel's  ability  to 
maintain  its  qualitative  edge.   Many  of  us  have  suggested  the 
concept  that,  with  respect  to  technology  transfer,  Israel  be 
treated  in  the  same  manner  as  our  closest  NATO  allies.   What  do 
you  think  of  this  approach? 

Answer: 

This  administration  is  strongly  in  favor  of  maintaining 
Israel's  qualitative  edge.   The  President  confirmed  this  to  PM 
Rabin  most  recently  in  May. 

As  a  matter  of  practice,  Israel  is  treated  on  a  par  with 
NATO  with  regard  to  the  release  of  technology  and  bilateral 
cooperation.   As  with  all  of  our  NATO  allies,  technology 
transfer  decisions  are  made  on  a  case-by-case  basis. 
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Jordan 

Question: 

1.   How  do  you  assess  the  strength  of  domestic  opposition 
within  Jordan,  including  the  opposition  of  professional 
organizations  opposed  to  the  peace  treaty  with  Israel? 
What  measures  has  King  Hussein  taken  to  contain  domestic 
opposition  to  the  treaty  without  harming  the  process  of 
democratization  under  way  in  Jordan?   Has  Hamas  been 
active  in  resisting  normalization,  and,  if  so,  how  is 
Jordan  dealing  with  Hamas? 

Answer: 

The  Jordanian  domestic  opposition  comprises  a 

significant  but  diverse  segment  of  Jordanian  society. 

Some  opposition  groups,  such  as  the  Pan-Arab  Action  Front, 

object  less  to  the  idea  of  peace  with  Israel  than  to  the 

speed  and  manner  in  which  normalization  of  relations  with 

Israel  has  proceeded.   As  part  of  the  ongoing 

democratization  process  in  Jordan,  King  Hussein  has  given 

political  groups  and  journalists  wide  berth  to  express 

their  differences  both  within  Parliament  and  outside. 

Certain  organizations  whose  economic  or  political 

interests  are  threatened  by  the  peace  treaty  with  Israel 

have  persistently  voiced  their  opposition  but  have  not 

been  effective  in  hindering  normalization.   The 

government's  tolerance  of  opposition  does  not  extend, 

however,  to  groups  such  as  Hamas,  whose  terror  campaign  in 

Israel  aimed  at  derailing  the  peace  process  prompted  King 

Hussein  to  curb  the  group's  activities  in  Jordan  and  to 

order  the  expulsion  of  two  senior  Hamas  officials, 

including  the  head  of  its  political  bureau,  Musa  Abu 

Marzuk. 
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Question: 

2.   What  would  be  the  impact  on  Jordanian-Israeli 
relations  of  further  deadlock  or  a  breakdown  in  the 
Israeli-Syrian  talks?   Under  such  circumstances,  how  far 
do  you  think  Syria  would  go  in  seeking  to  obstruct 
additional  implementation  of  the  Jordanian-Israeli  peace 
treaty?   Has  there  been  any  indication  of  Syrian  attempts 
to  disrupt  normalization  between  Israel  and  Jordan? 

Answer: 

Syrian-Israeli  negotiations  have  had  minimal  impact  on 

the  implementation  of  Israeli-Jordanian  bilateral 

agreements.   We  do  not  believe  that  Syria  has  sought  to 

disrupt  Jordanian-Israeli  normalization. 


3.   What  roles  does  the  Administration  see  for  the 
Jordanian  Forces  in  the  aftermath  of  the  peace  treaty  with 
Israel:   internal  security,  peacekeeping  (Jordan  has  over 
3,000  troops  in  former  Yugoslavia),  regional  security? 
What  are  the  principal  shortfalls  in  Jordanian  arms 
inventories?   Is  the  Administration  concerned  that 
military  equipment  provided  to  Jordan  may  find  its  way  to 
Iraq? 


Answer : 

Jordanian  Armed  Forces  (JAF)  readiness  is  rapidly 
declining  due  to  obsolete  equipment  and  a  shortage  of 
spare  parts.   Last  year  a  U.S.  Department  of  Defense  team 
visited  Jordan  and,  together  with  the  JAF,  undertook  a 
full  review  of  the  needs  and  mission  of  the  JAF.   The 
mission  discovered  severe  deficiencies  in  the  JAF's 
ability  to  sustain  existing  forces.   On  the  basis  of  that 
study,  the  JAF  is  restructuring  to  a  lighter,  more  mobile 
force  that  will  also  be  able  to  provide  enhanced  border 
security.   Jordan  can  play  a  role  in  sustaining  regional 
stability  and  in  contributing  to  peacekeeping  missions. 
The  Administration  requested  additional  Foreign  Military 
Financing  (FMF)  funds  for  FY  96  to  help  Jordan  meet  some 
of  its  most  critical,  short-term  needs  and  to  play  a 
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constructive  role  in  the  region  and  elsewhere.   Many 
long-term,  crucial  gaps  remain.   We  are  in  constant 
communication  with  the  Jordanians  regarding  ways  to 
tighten  border  controls  and  have  the  most  stringent 
programs  in  effect,  where  military  equipment  is  concerned, 
to  prevent  transshipment  to  a  third  party,  especially  Iraq. 

Quest  ion : 

4.   What  is  the  rationale  behind  the  Administration's 
request  for  special  drawdown  authority  to  provide  weapons 
to  Jordan  from  U.S.  stocks?   Why  is  this  request  being 
submitted  in  addition  to  the  allocations  normally  made 
under  foreign  assistance  appropriations?   What  types  of 
weapons  is  the  Administration  considering  providing  Jordan 
under  the  special  drawdown  authority  it  is  requesting  from 
Congress? 

Answer : 

A  DOD  team  that  visited  Jordan  in  August  1994 

identified  serious  deficiencies  in  the  capability  of  the 

JAF  to  provide  border  security.   Based  on  this  assessment, 

we  requested  $30  million  in  grant  FMF  (Foreign  Military 

Financing)  for  Jordan  in  FY  96  to  enhance  the  capabilities 

of  the  Jordanian  Armed  Forces  (JAF)  to  tighten  security 

along  the  border  with  Israel  and  help  prevent  infiltration 

and  cross-border  attacks  from  opponents  of  the  peace 

process.   These  funds  will  be  used  principally  for  a 

border  security  package  and  to  meet  critical  sustainment 

requirements  for  U.S. -origin  equipment  already  in  the 

Jordanian  inventory.   We  identified  items  such  as 

ammunition,  communications  gear,  and  night  vision 

equipment  as  immediately  essential  for  the  JAF.   Following 

the  signing  of  the  treaty  of  peace  with  Israel  (and  a 
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second  visit  to  Jordan  by  a  team  of  U.S.  military 
specialists)  a  $100  million  drawdown  package  was  assembled 
building  on  the  original  $30  million  request.   The  $100 
million  drawdown  request  has  been  presented  in  this  manner 
since  it  is  more  cost  effective  and  expeditious  — 
important  considerations  given  our  present  budgetary 
environment  and  Jordan's  immediate  defense  requirements. 
The  additional  equipment  requested  consists  of  more  of  the 
items  requested  earlier  in  addition  to  material  designed 
to  bring  Jordan  to  a  higher  level  of  defense  preparedness: 
HUMV's,  trucks,  APC's,  and  helicopters. 

Jordan  has  taken  a  courageous  decision  for  peace  with 
Israel.   This  is  an  important  step  for  regional  stability, 
a  key  U.S.  interest.   Those  who  take  risks  for  peace  need 
to  know  that  we  will  stand  with  them  and  support  them. 
There  needs  to  be  a  clear  and  tangible  sign  of  support  for 
having  made  peace.   The  President  and  the  Secretary  are 
committed  to  support  Jordan's  legitimate  security  needs. 
We  will  be  exploring  possible  options  to  follow  through  on 
that  commitment.   We  will  be  consulting  closely  with 
Congress  as  the  process  unfolds. 
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OugStipn: 

5.   Jordan's  worldwide  debt  is  estimated  at  approximately 
$6  billion.   To  what  extent  is  U.S.  debt  forgiveness 
acting  as  a  catalyst  in  encouraging  other  creditors  to 
offer  similar  relief?   What  steps  have  other  creditors 
taken  since  Jordan  and  Israel  signed  their  peace  treaty 
one  year  ago?   Do  you  believe  U.S.  agreement  to  provide 
debt  relief  for  Jordan  will  lead  to  wider  support  among 
Jordanians  for  normalization  of  relations  with  Israel?   If 
so,  in  what  ways? 

Answer : 

Our  steps  to  forgive  Jordan's  debt  should  encourage 

other  creditors  to  provide  debt  relief  to  Jordan  as  well. 

The  President  has  written  to  Jordan's  Paris  Club  creditors 

urging  them  to  take  steps,  beyond  those  taken  in  the  Paris 

Club,  to  forgive  or  reduce  Jordan's  debt.   We  have 

approached  a  number  of  Jordan's  G-7  creditors  on  a 

bilateral  basis  to  urge  further  action  on  debt  relief.   So 

far,  Britain  and  France  have  responded  positively  and 

Japan  has  agreed  to  consider  concessional  credits  and 

increased  grant  assistance.   The  Administration  believes 

it  is  important  for  the  international  community  to 

demonstrate  support  for  Jordan's  role  in  the  peace  process 

by  alleviating  Jordan's  high  debt  burden,  and  it  will 

continue  to  press  creditor  nations  to  take  further  action. 

Forgiving  the  debt  now  is  essential  to  build  the 
confidence  of  the  peace  constituency  in  Jordan  and  in  the 
region.   Debt  forgiveness  will  have  significant  benefits 
for  stabilizing  the  Jordanian  economy,  which  has  been 
susceptible  to  swings  in  public  confidence  related  to  the 
peace  process.   Jordan  is  successfully  meeting  its  targets 
under  its  IMF  reform  program.   Despite  these  successes, 
Jordan's  future  prospects  for  continued  economic  growth 
are  seriously  constrained  by  its  large  debt  overhang. 
Jordanian  economic  reforms,  coupled  with  debt  forgiveness, 
will  create  a  more  favorable  climate  for  growth  and 
private  sector  investment,  which,  in  turn,  should  generate 
jobs,  income,  and  greater  support  for  the  government's 
policy  of  normalization  of  relations  with  Israel. 
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Question: 

6.   On  July  26,  by  a  vote  of  51-21,  Jordan's  parliament 
repealed  laws  barring  Jordanians  from  having  contact  with 
or  doing  business  with  Israelis,  clearing  the  way  for 
private  companies  from  both  nations  to  begin  forging  tie 
with  each  other.   What  prospects  do  you  foresee  for 
cooperation  between  Israel  and  Jordan?   How  does  the  U.S. 
intend  to  facilitate  this  cooperation?   In  what  areas  do 
you  see  the  most  potential  for  private  firms  in  the  region 
as  well  as  in  the  U.S.?   Other  than  forgiving  Jordan's 
debt  and  providing  U.S.  assistance,  what  more  can  the  U.S. 
do  to  help  King  Hussein?   Do  you  expect  private  American 
firms  to  participate  in  joint  ventures  with  Israeli  and 
Jordanian  companies? 

Answer : 

The  prospects  for  Jordanian-Israeli  cooperation  in 

many  fields  are  very  bright.   Indeed,  some  joint  private 

and  public  sector  projects  are  already  beyond  the  planning 

stages.   The  USG  is  involved  in  facilitating  some  projects 

through  MEPP  fora  such  as  the  Trilateral  and  Multi laterals 

groups  and  through  strong  outreach  efforts  in  support  of 

the  Amman  Economic  Summit,  which  will  bring  together 

businesspeople  and  government  officials  of  the  region  and 

beyond  to  strike  deals  and  enhance  cooperation. 


Lebanon; 

Question: 

1.  Under  what  conditions  will  the  State  Department's 
travel  ban  on  Lebanon  be  lifted?  What  are  the  criteria 
that  the  State  Department  uses  to  retain  the  travel  ban  at 
six  month  intervals?   What  other  countries,  if  any,  have  a 
ban  on  travel  to  Lebanon?   Do  you  still  believe  that  the 
danger  to  American  citizens  is  appreciably  greater  than 
the  danger  to  other  nationals? 

Ahgwgr: 

Although  Lebanon  is  more  stable  today  than  it  was  at 

the  height  of  the  civil  war,  it  remains  unsafe  for 

Americans.   While  we  know  of  no  other  government  that 

restricts  travel  of  its  citizens  to  Lebanon,  terrorists  in 

Lebanon  have  a  history  of  taking  action  against  Americans 

in  particular,  and  there  is  evidence  that  U.S.  citizens 

are  still  being  targeted  by  groups  hostile  to  the  U.S.  and 

the  peace  process. 

Terrorist  groups  continue  to  enjoy  freedom  of  movement 
within  Lebanon  and  the  government  of  Lebanon  has  shown 
neither  the  capacity  nor  the  willingness  to  control  them. 
The  Lebanese  government  must  assert  control  over  these 
groups  and  their  weapons.   Further,  individuals  involved 
in  past  terrorist  crimes  against  Americans  are  present  in 
Lebanon.   We  look  to  the  government  to  find  these 
individuals  and  bring  them  to  justice. 

There  are  also  credible  reports  that  Beirut 
International  Airport  and  the  national  air  carrier.  Middle 
East  Airlines,  are  not  fully  secure  from  penetration  of 
their  staffs  by  elements  hostile  to  U.S.  interests.   In    , 
this  regard,  we  expect  Lebanon  to  improve  airport  security 
and  closely  adhere  to  the  international  civil  aviation 
anti-terrorism  conventions  to  which  it  has  acceded. 
Lebanon  should  also  to  accede  to  several  additional 
international  anti-terrorism  conventions. 
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The  Administration  has  engaged  the  Government  of 
Lebanon  in  an  ongoing  dialogue  regarding  our  security 
concerns.   We  are  also  working  with  the  GOL  to  clarify  the 
application  of  its  amnesty  law  to  crimes  committed  against 
Americans.   Actions  arising  out  of  the  dialogue  resulted 
in  our  decision  to  allow  the  sale  to  non-Americans  of 
airline  tickets  here  in  the  U.S.  for  travel  to  Lebanon. 

The  goal  remains  the  eventual  lifting  of  the  passport 
and  related  travel  restrictions,  but  only  when  security 
conditions  permit.   Until  we  are  confident  Americans  are 
no  longer  threatened,  the  passport  restrictions  will 
remain  in  place. 

Lebanon: 

Question: 

2.  The  State  Department  recently  announced  that  foreign 
nationals  would  now  be  permitted  to  purchase  tickets  to 
Lebanon  in  the  United  States.   What  other  steps  might  the 
U.S.  consider  in  the  future  that  would  ease  travel  to 
Lebanon.? 

Answer: 

Further  steps  would  be  based  on  a  careful  evaluation 

of  the  security  conditions  in  Lebanon  and  the  specific 

steps  the  Lebanese  government  takes  to  address  outstanding 

security  issues.   It  would  be  premature,  therefore,  to 

speculate  on  such  steps. 
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Question: 

3.  Do  you  have  any  indications  that  Lebanon  could  be 
persuaded  to  participate  in  the  multilateral  peace  talks? 
Has  there  been  any  movement  whatsoever  between  Israel  and 
Lebanon,  or  does  Syria  continue  to  forbid  such  discussions? 

Answer: 

We  have  seen  some  indications  of  Lebanese  interest  in 

the  work  of  the  multilaterals ,  but  we  have  not  seen  any 

indication  that  Lebanon  is  ready  to  join  officially. 


The  Administration  continues  to  urge  both  Israel  and 
Lebanon  to  be  prepared  for  an  opportunity  to  make  real 
progress  in  securing  peace  when  they  believe  conditions 
are  favorable.   The  Administration  would  like  to  see 
progress  on  this  track  as  part  of  a  pursuit  of  a 
comprehensive  settlement. 

Question: 

4.  If  the  political  decision  was  made  to  neutralize 
Hizballah  and  the  remaining  militia  groups,  is  the 
Lebanese  Army  capable  of  disarming  them  permanently? 

Answer: 

When  it  has  had  political  support,  the  Lebanese  Armed 

Forces  (LAF)  has  demonstrated  the  ability  to  intervene 

successfully  against  armed  opposition.   Most  notably,  the 

LAF  moved  successfully  against  armed  Palestinians  in  a 

broad  swath  of  territory  extending  eastward  from  Sidon,  in 

July  1991.   Since  then,  U.S.  supplied  military  assistance 

and  training  along  with  strong  leadership  are  forging  a 

military  increasingly  capable  of  asserting  government 

control. 
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Question; 

5.  How  would  you  characterize  the  governing  capabilities 
of  the  Lebanese  government  and  armed  forces  from,  for 
instance,  two  or  three  years  ago?   Has  the  situation 
improved,  worsened,  or  remained  the  same?   What  military 
equipment  has  the  United  States  provided  to  Lebanon  in  the 
past  two  years  to  help  the  government  and  armed  forces 
control  the  country? 

Answer : 

Taken  together,  the  capabilities  of  the  GOL  and  LAF 

have  gradually  improved  over  the  last  two  to  three  years. 

For  example,  in  1993  the  LAF  moved  peacefully  to  establish 

government  control  in  the  Shuf.   Nevertheless,  the  GOL  has 

yet  to  establish  control  in  many  parts  of  Lebanon, 

including  the  south  and  the  Bekaa  Valley. 

In  1993,  after  consulting  with  Congress,  we  resumed 
sales  of  certain  lethal  equipment;  the  first  was  the 
commercial  sale  of  spare  parts  for  M113s.   This  was  the 
first  transfer  of  lethal  equipment  in  8  years. 

We  have  also  resumed  government-to-government  sales  of 
lethal  items.    175  M113s  armored  personnel  carriers 
arrived  in  Lebanon  in  July  1994  and  we  have  notified 

Congress  of  our  intent  to  sell  the  LAF  an  additional  225 
M113S.   These  M113s  will  further  enhance  the  mobility  and 
capabilities  of  the  LAF. 

We  also  sold  16  single-engine  UH-1  helicopters.   These 
aircraft  are  non-lethal  and  will  be  used  for  activities 
such  as  troop  mobility,  search  and  rescue  and  humanitarian 
assistance. 

We  will  continue  to  consult  with  Congress  before 
proceeding  with  additional  significant  requests  for 
provision  or  sale  of  lethal  items. 
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Syria 
Question: 

1.  A  recent  Wall  Street  Journal  article  (July  19,  1995)  noted 
about  Syria's  continued  and  likely  future  occupation  of  Lebanon 
that,  "Neither  the  U.S.  nor  Israel  seems  likely  to  put  up  a 
fuss."   Does  the  United  States  still  endorse  the  1989  Taif 
Accord,  stipulating  Syrian  redeployment  in  Lebanon?   Or  do  we 
now  implicitly  favor  the  continued  occupation  of  Lebanon  by 
Syria?   If  we  favor  increased  autonomy  for  Lebanon,  what  are  we 
doing  to  help  them  become  more  independent? 

Answer : 

The  United  States  is  committed  to  the  implementation  of 

Taif  as  the  best  means  to  ensure  the  full  independence, 

sovereignty,  and  territorial  integrity  of  Lebanon.   The 

eventual  goal  remains  the  complete  withdrawal  of  all  foreign 

forces  from  Lebanese  territory.   There  is  no  secret  agenda  to 

the  contrary.   We  provide  Lebanon  with  a  variety  of  forms  of 

assistance  to  help  strengthen  reconstruction  efforts  and 

democratic  institutions. 

Question: 

2.  If,  for  whatever  reason.  President  Assad  were  no  longer 
able  to  serve  as  President,  who  would  be  likely  to  succeed 
him?   How  much  upheaval  would  take  place  in  Syria  were  this  to 
happen?   How  would  a  change  in  Syrian  leadership  affect  the 
Middle  East  peace  process  generally,  and  the  negotiations 
between  Syria  and  Israel  specifically? 

Answer : 

The  Syrian  constitution  requires  that  the  president  be 

succeeded  on  an  interim  basis  by  one  of  Syria's  three  vice 

presidents,  and  that  within  90  days  there  be  a  public 

referendum  to  approve  or  reject  a  single  candidate.   We  believe 

that  President  Assad  has  made  the  decision  that  it  is  in 

Syria's  strategic  interest  to  pursue  peace  with  Israel,  and 

that  whoever  eventually  succeeds  him  should  logically  share 

that  conclusion. 
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Pgypt 

Question: 

1.   If,  for  whatever  reason.  President  Mubarak  were  no  longer 
able  to  serve  as  President,  who  is  likely  to  succeed  him?   Do 
you  believe  that  the  succession  process  outlined  by  the 
constitution  would  go  smoothly?   How  would  a  change  in  Egyptian 
leadership  affect  the  Middle  East  peace  process  generally,  and 
the  peace  between  Egypt  and  Israel  specifically? 

Answer: 

The  Egyptian  succession  process,  as  outlined  by  the 

Egyptian  constitution,  calls  for  the  Speaker  of  the  Parliament 

to  become  the  interim  leader  of  the  country,  until  Parliament 

elects  a  successor  and  a  national  referendum  can  be  called  to 

endorse  the  designated  individual  as  president.   All 

indications  are  that  the  transition  would  be  a  smooth  one.   The 

current  Speaker  of  the  Parliament  is  Fathy  Sorour. 

A  change  in  Egyptian  leadership,  as  outlined  by  the 
Egyptian  constitution,  would  minimally  affect  the  Middle  East 
peace  process,  if  at  all.   During  the  new  leader's  early  days 
in  office,  Egypt  would  likely  be  inward- looking;  however, 
relations  between  Egypt  and  Israel  could  be  expected  to  remain 
constant.   Egypt  is  committed  to  the  1979  peace  treaty  with 
Israel. 
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Question: 

2.  Not  long  after  the  assassination  attempt,  the  Islamic  Group 
claimed  responsibility  for  the  attempt  on  Mubarak's  life.   What 
additional  information  do  you  have  about  who  perpetrated  this 
crime? 

Answer: 

An  investigation  into  the  abortive  assassination  attempt 

against  President  Mubarak  is  ongoing.   Thus  far,  the  evidence 

indicates  that  Egyptian  gunmen  who  received  training  and 

safehaven  in  terrorist  camps  located  in  Sudan  were  responsible 

for  the  attack. 

Question: 

3.  Recently,  Egyptian  authorities  arrested  leaders  of  the 
Muslim  Brotherhood,  including  an  official  of  Al  Azhar 
University.   What  is  your  interpretation  of  this  development, 
particularly  involving  an  institution  known  to  take  a  strong 
Islamic  stand? 

Answer : 

In  its  fight  against  terrorism,  the  Government  of  Egypt 

arrests  individuals,  under  Emergency  Law,  whom  it  contends  are 

terrorists  or  have  terrorist  connections.   The  government 

releases  those  detainees  for  whom  the  terrorist  allegations  can 

not  be  substantiated. 
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Question; 

4.   Is  Egypt  taking  too  long  to  implement  economic  reforms? 
What  reasons  do  the  Egyptians  offer  for  postponing  some  of  the 
reforms  advocated  by  the  IMF  and  the  World  Bank?   Why  did  the 
IMF  and  the  World  Bank  delay  their  loans  to  Egypt  and  why  did 
the  Paris  Club  delay  canceling  some  of  Egypt's  debt? 


Answer: 

Egypt  has  made  significant  progress  on  its  economic  reform 
program  since  it  began  in  1991.   It  has  unified  its  multiple 
exchange  rates,  liberalized  interest  rates,  made  deep  cuts  in 
consumer  subsidies  and  inflation,  slashed  the  government  budget 
deficit,  reduced  trade  barriers,  developed  a  healthy  balance  of 
payments  position,  and  begun  the  process  of  public  sector 
reform  and  privatization. 

However,  much  remains  to  be  done.   The  economy  remains 
dominated  by  public  sector  monopolies.   Egypt  needs  to  do  more 
to  further  liberalize  trade,  reduce  regulatory  obstacles  to  the 
free  and  fair  operations  of  markets,  privatize  government 
enterprises,  and  generally  unleash  the  Egyptian  private  sector 
to  make  the  investments  needed  for  greater  economic  growth  and 
job  creation. 

The  World  Bank  and  the  IMF  are  continuing  their  efforts  to 
reach  agreement  with  Egypt  on  the  next  steps  in  the  reform 
process.   While  the  GOE  agrees  with,  the  Bank  and  the  Fund  on 
the  need  to  continue  deregulation,  accelerate  privatization, 
and  enhance  Egypt's  export  competitiveness,  it  often  differs 
with  them  on  how  quickly  some  of  these  reforms  can  be 
implemented.   Paris  Club  creditors  are  withholding  Egypt's 
third  tranche  of  debt  reduction  until  agreement  with  the  Fund 
can  be  achieved  in  several  areas. 
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Question; 

5.   Why  is  privatisation  of  Egyptian  Government-owned  industry 
moving  so  slowly?  Why  do  investors  apparently  prefer 
opportunities  in  Asia  or  Latin  America  over  Egypt? 


Answer 

Privatization  is  an  essential  element  of  Egypt's  ongoing 
structural  reform  program,  but  progress  to  date  has  been 
limited.   Of  the  314  public  sector  enterprises  the  Government 
of  Egypt  has  targeted  for  sale,  thirty  seven  companies  have 
been  offered  for  sale  to  date  and  nine  have  been  sold. 
Egyptian  officials  contend  that  it  takes  time  to  evaluate  and 
prepare  firms  for  privatization  and  that  it  is  difficult  to 
move  more  quickly  when  unemployment  in  Egypt  is  already  high 
(around  20  percent)  and  could  increase  when  privatized  firms 
restructure. 

The  U.S.  Government  is  continuing  to  press  Egypt  to  move 
ahead  on  privatization.   Egypt  has  recently  agreed  under  the 
USAIO  Sector  Policy  Reform  Program  to  privatize  30  public 
sector  enterprises  by  September  1996.   We  also  established  in 
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April  with  the  Egyptian  Government  a  Presidents'  Council  of  30 
top  American  and  Egyptian  business  executives  to  advise  the  two 
governments  on  ways  to  remove  barriers  to  private  sector  growth 
in  Egypt. 

Despite  ongoing  efforts  to  encourage  investment,  both 
foreign  and  domestic,  significant  barriers  still  exist.   These 
include:  a  complicated  and  non-transparent  legal,  regulatory, 
and  bureaucratic  environment;  lack  of  long  term  financing;  an 
inefficient  public  sector;  and  inadequate  protection  for 
intellectual  property  rights.   President  Mubarak  has  made 
elimination  of  these  barriers  a  main  objective  of  his 
administration,  and  we  are  working  with  his  government  to 
encourage  further  progress  in  this  area.   Egypt  is  also 
endeavoring  to  make  its  existing  public  enterprises  profitable, 
although  they  face  many  of  the  same  constraints  experienced  by 
the  private  sector  and  will  require  price  and  trade 
liberalization  and  regulatory,  banking,  and  securities  market 
reforms. 

The  United  States  has  encouraged  the  World  Bank  to  continue 
its  periodic  reviews  under  the  Structural  Adjustment  Monitoring 
Program,  complete  its  Private  Sector  Assessment,  and  provide 
technical  assistance  to  implement  public  enterprise, 
privatization,  and  banking  reforms. 
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Question: 

6.   Would  a  U.S. -Egyptian  free  trade  agreement  benefit  our  two 
nations?   What  are  the  prospects  for  economic  cooperation  among 
Egypt,  Israel,  Lebanon,  Jordan,  Syria,  and  a  Palestinian  entity 
once  the  peace  process  is  completed? 

Answer: 

Although  a  U.S. -Egyptian  free  trade  agreement  would  benefit 

both  nations,  as  Egypt's  large  and  growing  markets  could  serve 

as  a  base  for  expanded  business  and  commercial  linkages 

throughout  the  Middle  East,  Egypt's  trade  liberalization 

efforts  have  not  yet  gone  far  enough  to  justify  a  U.S. -Egypt 

FTA  at  this  time.   We  are  nonetheless  holding  discussions  with 

Egypt  on  ways  to  expand  bilateral  and  intra-regional  trade. 

Prospects  for  regional  economic  cooperation  following  a 
comprehensive  peace  are  solid.   The  region  is  a  potentially 
large  market  with  a  well-educated  population  and  skilled 
workforce,  an  enviable  geographic  position  and  considerable 
natural  resources.   To  further  these  possibilities,  the  U.S.  as 
co-chair  is  strongly  supporting  the  Middle  East/North  Africa 
Economic  Summit  process,  which  began  last  year  at  Casablanca 
and  will  see  a  second  summit  in  Amman  in  October.   The  summit 

process  will  furnish  strong  economic  support  for  regional 
integration,  privatization,  international  investment,  and,  more 
generally,  the  peace  process  through  a  private-public 
partnership  now  well  underway. 
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Morocco 

Question: 

1.   Just  a  few  days  ago,  Iran  and  Morocco  signed  a  commercial 
agreement,  which  envisages  cooperation  in  commerce,  banking, 
oil,  industry,  power  and  energy,  mines,  water  resources, 
management,  housing,  agriculture,  fishing  and  fishery, 
handicrafts,  telecommunications,  mail,  and  soil  and  phosphate 
fertilizers.   Moreover,  preliminary  talks  on  two  more 
agreements,  dealing  with  mutual  aerial  and  sea  transportation, 
have  taken  place.   How  does  the  United  States  view  this  new 
cooperative  effort?  Does  this  aid  our  efforts  to  further 
isolate  Iran?   Has  the  United  States  expressed  its  concern  to 
the  Moroccan  government  about  this  matter,  and  what  has  been 
their  response?   What  is  Morocco's  position  about  efforts  to 
contain  Iran? 


Answer: 

The  Moroccan  Minister  of  Trade,  Industry,  and  Handicrafts 
visited  Iran  in  July  and  held  discussions  with  Iranian 
officials  concerning  cooperation  in  a  number  of  fields, 
including  manufacturing,  fisheries,  energy  and  power,  and 
fertilizer  production. 

We  have  expressed  our  concern  to  Moroccan  government 
officials  about  dealings  with  Iran  on  several  occasions, 
including  at  least  twice  after  the  July  visit.   In  response, 
Moroccan  officials  told  us  that  the  Minister  of  Trade  went  to 
Tehran  as  a  result  of  an  invitation  from  the  Iranian 
government.   Moroccan  Ministry  of  Foreign  Affairs  officials 
explained  to  us  that  discussions  in  Iran  were  exploratory,  and 
that  no  commercial  or  trade  deals  were  finalized. 

We  reviewed  with  Moroccan  officials  our  policy  concerning 
Iran  and  emphasized  that  it  is  inappropriate  to  provide  Iran 
with  economic  or  financial  benefits  while  its  government 
diverts  scarce  resources  to  support  terrorism  and  purchase 
weapons  of  mass  destruction.   Moroccan  officials  stated  that 
their  government  shares  both  our  objections  to  Iran's 
unacceptable  activities  and  our  interest  in  containing  Iran's 
destabilizing  policies,  and  that  the  Moroccan  government  would 
do  nothing  which  might  conflict  with  this  shared  policy. 
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QyigStipn: 

2.   What  is  the  status  of  Israel's  interest  section  in  Rabat, 
and  Morocco's  interest  section  in  Tel  Aviv?   Has  the  public 
relationship  between  these  two  nations  improved  since  the 
opening  of  these  new  offices? 


Answer: 

Morocco  has  established  a  liaison  office  in  Tel  Aviv  and 
allowed  Israel  to  open  such  an  office  in  Rabat  in  order  to 
pursue  developing  ties  between  Morocco  and  Israel. 

King  Hassan's  hosting  of  the  Casablanca  Economic  Summit 
last  fall  after  the  opening  of  liaison  offices  was  a  signal 
event  in  the  region  that  advanced  the  goal  of  economic 
integration  in  the  Middle  East.   Cotranercial  links  and  tourism 
between  the  two  countries  are  expanding  rapidly.   The  King's 
state  visit  to  the  U.S.  in  March  afforded  us  the  opportunity 
for  close  consultations  with  Morocco  to  ensure  further  progress 
in  the  peace  process. 
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Tunisia 

Question: 

1.   Last  year,  it  was  reported  that  Tunisia  and  Israel  would 
establish  interest  sections  in  each  other's  countries, 
following  the  establishment  of  interest  sections  between  Israel 
and  Morocco.   Although  the  Moroccan/Israeli  exchange  took 
place,  to  date,  no  interest  sections  between  Israel  and  Tunisia 
have  been  opened.   To  what  does  the  United  States  attribute 
this  lengthy  delay?   Have  any  Arab  states  pressured  Tunisia  not 
to  open  an  interest  section  in  Israel?   What  have  we  said  to 
the  Tunisian  government  about  the  lack  of  this  much-needed 
development  in  the  pursuit  of  peace  in  the  Middle  East?   When 
do  you  expect  interest  sections  to  be  opened? 

Answer : 

We  have  raised  the  issue  of  normalization  of  relations 

with  the  government  of  Tunisia  since  foreign  ministers  Peres 

and  Ben  Yahia  announced  the  exchange  of  economic  liaison 

officers  in  October  1994.   The  Tunisians  have  assured  us  that 

they  intend  to  carry  out  their  pledge.   They  tell  us  that  at 

present  they  are  still  in  the  processof  finalizing  the 

modalities  of  Tunisian  diplomatic  representation  and 

administrative  issues. 


Following  an  October  1994  meeting  in  Washington,  foreign 
ministers  Ben  Yahia  and  Peres  announced  that  Israel  and  Tunisia 
would  exchange  economic  liaison  officers  in  the  Belgian 
embassies  in  their  respective  countries. 

We  strongly  support  and  will  continue  to  support  the  rapid 
normalization  of  relations  between  Israel  and  Arab  states.   We 
are  hopeful  that  progress  in  Israeli-Palestinian  negotiations 
will  contribute  to  this  normalization  process. 
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Iraq 
Question: 

1 .  The  last  time  Iraq  threatened  to  stop  cooperating  with  UNSCOM,  it  moved  troops  to 
areas  near  the  border  with  Kuwait,  necessitating  a  U.S.  military  reaction.  In  the  current 
circimistances,  what  do  you  believe  Iraq  is  likely  to  do  if  its  threats  go  unheeded?  What 
might  the  United  States  do  if,  for  example,  Iraq  begins  expelling  UNSCOM  inspectors  or 
dismantling  their  monitoring  equipment? 

Answer: 

The  U.S.,  France,  and  the  U.K.  this  month  jointly  warned  the  government  of  Iraq 

against  setting  deadlines  for  UNSCOM  or  otherwise  threatening  weapons  inspectors.  The 

U.S.  also  made  clear  its  belief  that  Iraqi  intimidation  would  lead  to  a  finn  response.  UN 

resolutions  firmly  set  out  Iraq's  obligation  to  cooperate  with  UNSCOM.  Our  intent  is  to 

make  it  crystal  clear  to  the  Iraqi  government  that  any  attempted  intimidation  will  be  met 

with  an  appropriate  response. 

Question: 

2.  President  Clinton  has  said  the  United  States  would  veto  a  Security  Council  resolution 
easing  Iraq  sanctions,  even  if  UNSCOM  has  declared  it  has  completed  its  work  on 
eliminating  Iraq's  weapons  of  mass  destruction,  unless  and  until  Iraq  complies  with  other 
provisions  of  ceasefire  resolutions.  How  would  a  U.S.  veto  affect  our  impact  on  Iraq 
sanctions?  Could  such  an  effort  backfire?  Would  the  U.S.  risk  isolation  in  the  Council  if 
it  used  its  veto  every  60  days  on  the  Iraq  issue?  What  would  the  United  States  do  if  such 
isolation  ensued?  Could  U.S.  isolation  on  this  issue  affected  its  position  on  other, 
unrelated  Council  decisions? 

Answer: 

Nothing  has  changed  our  conviction,  reinforced  during  Ambassador  Albright's 
spring  visit  to  some  Security  Council  capitals,  that  a  majority  of  members  of  the  Council 
share  the  view  that  sanctions  must  remain  in  place  until  Iraq  complies  with  all  relevant 
Council  resolutions.  The  U.S.  is  not  isolated  on  the  Council  and  we  have  no  reason  to 
fear  isolation  on  this  issue.  Recent  revelations  that  Iraq  continued  to  hide  huge  amounts 
of  information  on  its  weapons  programs  from  the  Council  leaves  Iraq  with  no  credibility 
at  all.  We  believe  the  Council  is  more  determined  than  ever  to  see  Iraq's  fiill  compliance 
prior  to  any  discussion  of  changes  to  the  sanctions  regime. 
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Question: 

3.  Tliere  has  been  some  sjjeculation  that  the  United  Kingdom  is  growing  less  supportive 
of  the  U.S.  position  on  the  sanctions.  The  UK  reportedly  believes  that  the  Security 
Council  should  follow  the  letter  of  the  relevant  resolutions,  and  not  link  an  easing  of 
sanctions  to  issues  beyond  those  specified  in  the  resolutions.  What  is  your  assessment  of 
the  British  position?  Are  the  still  with  us,  or  not? 

Answer: 


The  U.K.  and  U.S.  governments  have  long  shared  the  position  that  Iraq  must 
fidfill  all  its  obligations  under  UN  Security  Council  resolutions  prior  to  any  discussion  of 
any  changes  to  the  sanctions  regime.  We  consult  closely  with  the  UK  and  have  no  reason 
to  believe  that  position  has  changed. 

Question: 

4.  Last  winter,  the  French  announced  their  intention  of  opening  an  interest  section  in 
Iraq.  Has  that  taken  place,  and  what  have  we  said  to  the  French  about  this?  What  can  be 
done  to  deter  the  French  government  from  taking  more  of  these  kinds  of  steps? 

Answer: 

The  French  did  open  an  interests  section  in  Baghdad  in  March,  staffed  by  a  single 
French  diplomat.  We  told  the  French  government  at  the  time  that  we  thought  such  a  step 
was  unhelpful;  we  think  that  message  was  understood  in  Paris.  There  is  no  indication 
that  the  French  government  is  considering  increasing  the  size  of  the  section  or  otherwise 
upgrading  its  diplomatic  relations  with  Iraq.  We  have  frequent  consultations  with  the 
French  to  compare  views  on  Iraq. 
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Question: 

5.  How  confident  is  the  United  States  that  UNSCOM  has  located  and  dismantled  all  of 
Iraq's  weapons  of  mass  destruction  programs?  If  not,  what  programs,  if  any,  does  the 
United  States  believe  are  still  active  in  Iraq?  How  was  Iraq  able  to  conceal  major  aspects 
of  its  biological  program  from  UNSCOM  for  four  years? 

Answer: 

UNSCOM  still  has  work  left  to  do.  The  Iraqi  government  tumed  over  a  large 
store  of  documents  to  the  Special  Commission  very  recently;  it  will  take  time  for  the 
Commission's  experts  to  analyze  all  those  documents  and  verify  the  information 
provided.  The  biggest  gaps  in  UNSCOM's  picture  of  Iraq's  WMD  program  remain  in  the 
biological  weapons  area.  Iraq  has  only  recently  admitted  to  having  such  a  program  and 
begun  to  disclose  documents  describing  it. 

We  are  confident  that  Chairman  Ekeus  will  not  report  definitively  to  the  Council 
that  his  work  is  finished  imtil  UNSCOM  has  destroyed  or  verified  the  destruction  of  all 
Iraq's  weapons  of  mass  destruction,  made  a  complete  accounting  of  all  of  Iraq's  past 
WMD  programs,  and  is  satisfied  that  a  robust  UNSCOM  monitoring  system  will  detect 
any  Iraqi  effort  to  build  anew  such  weapons.  We  expect  that  UNSCOM  will  review  the 
comprehensiveness  of  its  moniloring  system  in  light  of  the  new  information. 

Iraqi  efforts  to  were  ultimately  unsuccessful  because  of  Chairman  Ekeus' 
diligence  and  the  firmness  of  the  Security  Council.  UNSCOM  refiised  to  accept  earlier 
Iraqi  denials  of  a  BW  program  and  doggedly  pursued  the  Iraqi  government  until  it  was 
forced  to  admit  to  what  we  had  long  believed  -  that  Iraq  had  a  large,  offensive  biological 
weapons  program. 

Current  UNSCOM  monitoring  and  other  available  information  suggest  there  are 
not  now  any  weapons  of  mass  destruction  programs  in  Iraq.  We  continue  to  believe  that 
there  are  some  SCUD  missiles  that  remain  unaccounted  for;  we  continue  to  work  with  the 
Special  Commission  on  this  issue. 
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Question: 

6.  Is  the  United  States  confident  that  UNSCOM  can  prevent  Iraq  from  restarting  any  of 
its  weapons  of  mass  destruction  programs  if  sanctions  are  Hfted?  How  does  the  United 
States  plan  to  help  UNSCOM  perform  long-term  monitoring? 

Answer: 


We  are  confident  that  Iraq  will  not  be  able  to  manufacture  any  weapons  of  mass 
destruction  so  long  as  UNSCOM  is  permitted  to  operate  freely  in  Iraq.  We  have 
provided,  and  will  continue  to  provide,  substantial  assistance,  both  financial  and 
particularly  in  personnel,  for  as  long  as  UNSCOM  needs  our  help.  Some  examples  of 
U.S.  assistance  include  provision  of  laboratory  equipment,  air  sampling  equipment, 
monitoring  cameras,  U-2  overflights,  and  technical  intelligence  assistance. 

Question: 

7.  Reported  unrest  in  May  and  June  among  clans  traditionally  considered  loyal  to 
Saddam  Hussein  apparently  led  many  observers  to  conclude  that  sanctions  eire  weakening 
the  regime.  Do  you  believe  the  United  States  sees  the  maintenance  of  fiill  sanctions  as  a 
means  of  overthrowing  the  regime?  If  so,  what  are  the  chances  of  success  of  such  a 
policy? 

Answer: 

The  goal  of  UN-imposed  sanctions  is  to  compel  compliance  with  the  Security 
Council's  resolutions  so  that  the  Council  can  be  convinced  that  Iraq  is  no  longer  a  threat 
to  the  region's  peace  and  security.  The  sanctions  remain  the  international  community's 
most  effective  tool  to  achieve  that  end.  What  little  cooperation  Iraq  has  exhibited  to  date 
can  be  directiy  attributed  to  the  pressure  of  sanctions. 

It  would  be  difficult  for  Saddam  to  comply  and  remain  in  jwwer,  given  that  the 
resolutions,  inter  alia,  demand  an  end  to  internal  repression  and  support  for  terrorism. 
Repression  and  terrorism  are  the  only  pillars  of  Saddam's  regime. 
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Question: 

8.  How  do  you  assess  the  strength  of  the  Iraqi  exile  opposition,  the  Iraqi  National 
Congress  (INC)?  What  assistance  has  the  United  States  provided  the  INC?  Should  the 
United  States  increase  its  assistance  to  the  opposition?  Has  the  internal  feuding  among 
the  Kurds  weakened  the  INC  significantly? 

Answer: 


There  is  no  doubt  that  fighting  between  the  two  major  Iraqi  Kurdish  parties  has 
weakened  the  INC.  However,  we  are  facilitating  talks  between  the  two  parties  to 
develop  a  plan  to  peacefully  resolve  their  disputes.  We  are  making  some  progress. 

The  United  States  continues  to  support  the  INC.  It  represents  hope  for 

development  of  a  democratic,  pluralistic  alternative  to  the  current  regime.  We  are 

convinced  that  it  can  contribute  to  the  emergence  of  an  Iraq,  united  in  its  current  borders, 

with  a  government  which  respects  the  rights  of  all  of  its  people  and  does  not  threaten  its 

neighbors. 

Question: 

9.  In  April,  Iraq  publicly  rejected  a  revised  plan  to  allow  it  to  sell  limited  quantities  of  oil 
to  fund  humanitarian  purchases.  The  revision  was  adopted  amid  growing  concerns  about 
the  humanitarian  situation  in  Iraq.  Are  there  efforts  to  persuade  Iraq  to  reconsider  the 
plan?  Are  there  any  efforts  in  the  Security  Council  to  ease  Iraqi  objections  to  the  revised 
plan? 

Answer: 

On  June  1,  the  Secretary  General  formally  notified  members  of  the  Security 
Council  of  Iraq's  official  rejection  of  resolution  986,  which  would  have  permitted  Iraq  to 
sell  $1  billion  worth  of  oil  per  quarter  to  purchase  humanitarian  goods.  This  rejection 
reinforces  our  conviction  that  Saddam  is  not  concerned  with  the  welfare  of  his  people. 
He  prefers  to  use  their  suffering  as  a  propaganda  tool  to  push  for  a  premature  lifting  of 
sanctions.  This  cynical  ploy  will  not  work. 

Resolution  986  is  still  available  to  Iraq.  We  hope  Saddam  will  change  his 
position  and  permit  the  resolution  to  be  implemented.  We  are  not  interested  in  the 
resolution.  The  system  outlined  in  986  is  the  most  flexible  possible  that  will  still  prevent 
Saddam  firom  diverting  the  goods  purchased  to  his  military,  intelligence  services  and 
tribal  supporters.  The  international  community  wants  all  the  people  of  Iraq  to  receive  the 
basic  necessities  of  life.  Saddam  does  not. 
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Question: 

10.  Some  U.S.  allies  in  the  Middle  East,  particularly  the  Gulf  states  of  Oman,  Qatar,  and 
the  U.A.E.  emirate  of  Dubai,  are  growing  increasingly  sympathetic  to  the  Iraqi  position 
on  sanctions.  Where  do  the  Gulf  states  stand  on  this  issue?  Would  a  marked  shift  by  the 
Gulf  states  toward  Iraq  significantly  hurt  U.S.  efforts  to  maintain  sanctions?  What  is  the 
United  States  doing  to  promote  solidarity  among  its  Gulf  allies? 

Answer: 

We  do  not  think  the  Gulf  states  are  growing  more  sympathetic  to  the  Iraqi 
government.  They  are  increasingly  uneasy  about  the  humanitarian  result  of  Saddam's 
refusal  to  implement  the  Security  Council's  resolutions.  We  have  consulted  with  the 
Gulf  states  in  the  past  regarding  ways  to  relieve  the  humanitarian  situation  in  Iraq. 
Oman,  presently  on  the  Security  Council,  played  a  major  role  in  the  drafting  of  resolution 
986,  which  would  permit  Iraq  to  sell  a  prescribed  amount  of  oil  to  finance  purchases  of 
humanitarian  goods. 

The  Gulf  states  remain  firmly  committed  to  seeing  Iraq  implement  all  the 

Council's  resolutions.  More  than  any  other  countries  in  the  world,  they  have  an  interest 

in  being  assured  of  Iraq's  peaceful  intentions. 

Question 

1 1    Relations  between  Iran  and  Iraq  have  improved  somewhat  during  1995.  A  high-level 
Iranian  delegation  visited  Iraq  earlier  this  year,  paving  the  way  for  an  expected  visit  to  Iraq 
by  Iranian  Foreign  Minister  Velayati    Is  the  US  policy  of  "dual  containment"  of  Iraq 
leading  the  two  traditionally  hostile  states  to  ally  with  each  other?  What  are  the  forces 
propelling  and  hindering  an  alliance  between  Iran  and  Iraq? 

Answer 

The  possibility  of  a  strategic  alliance  between  Iran  and  Iraq  is  extremely  remote. 
The  planned  visit  of  Foreign  Minister  Velayati  was  cancelled,  as  it  has  been  a  number  of 
times  in  the  past.  EfTorts  at  tactical  collusion  regularly  founder  on  disagreements  over 
such  issues  as  prisoners  of  war,  each  government's  support  for  the  other's  opposition 
groups,  and  border  disputes 

The  deep  enmity  between  Arab  Iraq  and  Persian  Iran  is  centuries  old    The  brutal 
eight-year  Iran-Iraq  war  was  only  the  most  recent  manifestation  of  that  hostility    Two  of 
the  few  characteristics  the  two  regimes  share  are  a  desire  to  dominate  the  Gulf  and 
resentment  of  U.S.  influence  in  the  region    Each  believes  that  its  ambitions  are  threatened 
by  the  other.  This  wariness  precludes  any  alliance  for  the  foreseeable  future. 
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Question: 

12.  The  British  publication  Foreign  Report  wrote  that  Russia  was  finalizing  preparations 
to  immediately  resume  anns  sales  to  Iraq  upon  lifting  of  international  sanctions,  including 
deliveries  of  new  fighter  aircraft,  tanks  and  missile  systems.  Has  Russia  made  any  such 
plans  to  begin  rebuilding  Saddam  Hussein's  arsenal? 

Answer: 


Nearly  a  year  ago,  the  Russian  and  Iraqi  governments  announced  the  signing  of  a 
trade  protocol,  to  become  effective  after  sanctions  are  lifted,  valued  at  $10  billion.  We 
are  not  aware  of  any  plans  to  include  military  items  under  that  protocol.  Barring  a  sudden 
and  major  change  in  policy  by  Saddam,  the  lifting  of  sanctions  remains  such  a  remote 
prospect  that  hypothetical  discussions  of  post-sanctions  trade  would  be  speculative  and 
not  very  useftil. 

Question: 

13.  What  expectations  does  the  U.S.  have  for  the  success  of  its  August  9th  mediation 
efforts  in  Lisbon  between  warring  Kurdish  factions?  Do  you  sense  that  the  parties  are 
sincerely  interested  in  negotiating  a  cessation  of  hositilities,  or  not?  What  is  the  extent  of 
the  U.S.  commitment  to  a  resolution  between  the  two  groups?  What  additional  efforts 
may  take  place  after  the  Lisbon  meeting? 

Answer 

We  expect  the  two  major  Kurdish  parties  -  Massoud  Barzani's  Kurdistan 

Democratic  Party  (KDP)  and  Jalal  Talabani's  Patriotic  Union  of  Kurdistan  (PUK)  -  to 

continue  working  peacefully  toward  a  resolution  of  their  dispute,  leading  to  improved 

security  and  stability  in  northern  Iraq  and  fewer  opportunities  for  Saddam  to  exploit  the 

situation.  At  their  first  round  of  working-level  meetings,  held  August  9-11  in  Ireland,  the 

two  groups  pledged  to  maintain  their  cease-fire  and  agreed  on  a  set  of  principles  to  serve 

as  a  framework  for  a  final  accord.  They  also  agreed  on  a  set  of  confidence-building 

measures  to  be  implemented  ahead  of  the  next  round  of  talks,  tentatively  scheduled  for 

mid-September.  We  consider  the  parties  to  be  committed  to  these  talks,  as  evidenced  by 

their  continued  adherence  to  the  cease-fire  and  their  ongoing  talks  about  implementing 

the  confidence-building  measures. 
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The  U.S.  is  committed  to  facilitating  a  solution  negotiated  by  the  Iraqi  Kurds 
themselves,  with  the  help  of  the  Iraqi  National  Congress,  the  Government  of  Turkey,  and 
others.  All  the  partners  in  this  process  have  agreed  that  the  process  will  be  implemented 
with  due  regard  for  the  territorial  integrity  of  Iraq  and  the  legitimate  security  concerns  of 
Turkey.    Both  sides  have  demonstrated  their  interest  in  resolving  the  most  pressing  intra- 
Kurdish  issues  Jind  improving  the  situation  of  all  the  residents  of  northern  Iraq. 

Iran 

Question: 

1 .  Currently,  the  United  States  stands  alone  in  its  embargo  of  Iranian  oil,  leaving  the  rest 
of  the  world  as  an  ample  market  for  Iran's  oil  supply.  On  July  13,  the  French  oil 
company.  Total,  signed  a  contract  to  perform  the  work  vacated  by  Conoco.  What  was  the 
Administration's  response  to  this  announcement? 

Answer: 

Through  its  agreement  with  Iran  to  develop  the  Sirri  fields.  Total  is  taking 

advantage  of  an  opportunity  created  when  Conoco  was  prohibited  fixjm  pursuing  this 

contract  Our  objections  to  Total's  deal  have  been  made  very  clear  to  the  French. 

Following  the  announcement,  we  asked  the  French  government  not  to  provide  Total  with 

official  financial  support,  such  as  credit  or  guarantees,  for  the  company's  investment  in 

this  project.  France  has  assured  us  that  it  will  not  provide  Total  with  such  financial 

benefits. 
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Question: 

2.  You  stated  earlier  that  neither  France  nor  Germany  have  extended  any  credits  to  Iran 
since  the  trade  ban  was  imposed.  When  Total  Petroleum  signed  their  deal  with  Iran  in 
July  1995  to  develop  two  fields  off  Sirri  island,  although  the  U.S.  requested  that  France 
not  offer  official  credits  to  help  finance  the  deal,  France  said  it  had  no  authority  to 
prevent  it,  and  seemed  to  imply  that  it  would  not  get  involved  in  what  amounts  to  a 
private  arrangement  between  Total  and  Iran.  Total  officials  stated  the  company  would 
arrange  financing  for  the  project  ($600  million  over  five  years)  through  its  own  cash  flow 
and  normal  bank  loans.  Can  you  confinn  that  the  French  government  is  not  offering  any 
official  credits  for  the  project,  and  has  the  State  Department  requested  that  the  French 
government  try  to  prevent  private  banks  from  financing  projects  involving  Iran,  including 
the  Total  proposal?  Do  you  believe  that  it  is  possible  the  German  government  might 
extend  official  credits  to  Iran  in  order  to  help  its  companies  win  some  of  the  ten  tenders 
for  oil  related  projects  currently  being  offered  by  Iran?  How  can  the  Administration 
better  discourage  Germany  and  France  fi-onl  assisting  Iran  economically?  What  other 
types  of  cooperation  should  we  be  working  to  prevent? 

Answer: 

In  response  to  our  request,  the  government  of  France  assured  us  that  it  will  not 
provide  Total  with  financial  support,  such  as  official  credit  or  guarantees,  for  the 
company's  investment  in  this  project.  The  private  sector  in  France,  like  the  private  sector 
in  the  United  States,  bases  its  lending  decisions  on  economic  criteria.  Because  of  Iran's 
poor  credit  record,  most  banks  and  businesses  are  reluctant  to  lend  money  or  to  back 
financial  investment  for  projects  in  Iran  without  government  support.  For  these  reasons, 
we  focus  our  diplomatic  efforts  with  allied  governments  on  the  issue  of  financial  support, 
urging  them  to  deny  Iran  new  resources  while  Tehran  supports  policies  that  threaten  the 
interests  ofthe  international  community.  While  the  German  government  has  so  far 
resisted  imposing  economic  sanctions  against  Iran,  we  believe  that  Bonn's  willingness  to 
extend  new  official  credits  to  oil  projects  in  Iran  will  be  limited  by  our  constant  efforts  to 
increase  multilateral  pressure  against  Iran,  Tehran's  continued  objectionable  behavior, 
and  Iran's  poor  credit  rating. 

We  expect  Iran's  failure  to  properly  maintain  and  develop  its  petroleum  resources 
to  lead  to  a  shortfall  in  production  and  thus  a  reduction  in  export  sales.  We  believe  that 
Iran's  fear  of  an  anticipated  drop  in  oil  revenues,  in  conjunction  with  the  country's  other 
economic  difficulties,  has  driven  Tehran's  recent  push  for  foreign  investment  in  Iran's 
petroleum  sector.  Based  on  this  analysis,  we  stress  our  opposition  to  investment  in  Iran 
in  our  dialogue  with  other  governments,  including  France  and  Germany. 
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Question: 

3.  What  is  the  Administration  doing  to  encourage  other  nations  to  join  the  embargo 
against  Iran  and  thereby  cease  support  for  Iran's  terrorist  operations?  Which  other  allies 
are  continuing  their  business  dealings  with  Iran?  In  the  absence  of  cooperation  from  our 
allies  in  this  effort,  what  further  steps  can  the  U.S.  take  to  isolate  Iran? 

Answer: 

Although  the  initial  response  to  the  President's  decision  to  impose  an  embargo 

was  disappointing,  we  iaiow  from  past  discussions  that  the  allies  share  our  concerns 

about  Iran's  objectionable  behavior.  This  common  ground  allows  us  to  continue  working 

with  them  to  address  our  mutual  concerns  with  the  firmest  measures  possible. 

The  President,  the  Secretary,  and  other  government  officials  meet  regularly  with 
their  counterparts.  Both  in  multilateral  fora  and  through  our  bilateral  discussions,  they 
seek  support  for  our  policy  of  economic  pressure.  In  our  dialogue  with  other 
governments,  we  are  not  asking  them  to  adopt  the  exact  measures  we  have  taken.  Those 
governments  which  have  a  broader  relationship  with  Iran  can  take  other  steps  that  will 
demonstrate  to  Tehran  the  cost  of  its  policies.  We  are  encouraging  other  nations  to 
choose  among  a  range  of  possible  actions,  although  we  stress  the  importance  of  denying 
Iran  financial  support.  We  also  routinely  share  with  allies  information  about  Iran's 
outlaw  activities  to  underscore  the  need  to  pressure  Iran  to  change  those  specific 
behaviors  that  threaten  our  common  interests. 

The  President's  decision  to  impose  additional  trade  and  investment  sanctions 
against  Iran  is  a  forceful  response  to  the  Iranian  threat  to  U.S.  interests.  We  believe  it  is 
premature  to  fiilly  judge  the  impact  of  the  embargo.  You  can  be  assured  of  our 
commitment  to  persuading  our  major  trading  partners  to  limit  their  commercial  ties  with 
Iran. 
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Question: 

4.  What  eflfects,  if  any,  has  the  trade  ban  had  on  Iran  so  far?  Is  Iran  able  to  sidrt  the  ban 
in  any  significant  manner?  What  is  Iran  doing  to  try  to  minimize  the  effects  of  the  U.S. 
ban?  How  has  the  trade  ban  affected  U.S.  companies?  Has  the  ban  affected  Iran's 
internal  political  decisions? 


Answer: 

Following  President  Clinton's  announcement  April  30  that  the  United  States 
would  impose  additional  trade  and  investment  sanctions  against  Iran,  the  value  of  the  rial 
(the  Iranian  currency)  declined  sharply.  The  Iranian  government  responded  by  imposing 
tough  new  currency  regulations.  Although  they  stabilized  the  rial  by  mid-July,  the 
regulations  also  created  a  shortage  of  currency.  Iran's  persistent  lack  of  hard  currency 
had  led  to  cutbacks  in  the  government's  import  of  industrial  goods  and  a  freeze  in  the 
private  sector's  import  of  consumer  items.  These  reductions  aggravate  Iran's  inflation 
and  deepen  the  economy's  recession.    Following  the  imposition  of  the  embargo,  Iran  has 
also  experienced  a  shortfall  in  revenues  because  of  the  transitional  costs  incurred  by  the 
search  for  new  markets  for  the  country's  crude  oil  exports.    Concern  about  the  hard 
currency  shortages  thus  caused  by  the  embargo  has  led  Iran  to  seek  foreign  investment  in 
its  petroleum  sector. 

The  objective  of  our  economic  pressure  is  to  make  more  costly  Iran's  support  for 
its  policies  of  terrorism  and  pursuit  of  weapons  of  mass  destruction.  We  intend  this 
financial  squeeze  to  have  an  impact  on  the  decision-making  in  Tehran.  The  embargo's 
limited  impact  on  American  business  is  a  cost  we  incurred  in  order  to  strengthen  our 
efforts  to  pressure  Iran  to  abandon  those  practices  that  affect  the  national  security 
interests  of  the  United  States. 
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Question: 

5.  In  previous  statements  and  testimony,  the  Administration  has  indicated  that  it  would 
not  rule  out  a  dialogue  with  Iran.  Is  that  still  U.S.  policy,  in  the  wake  of  the  trade  ban?  If 
so,  under  what  conditions  would  the  United  States  enter  into  a  dialogue  with  Iran?  Do 
they  remain  the  same  conditions  as  existed  prior  to  the  imposition  of  the  ban? 

Answer: 

The  U.S.  remains  willing  to  engage  in  a  dialogue  with  an  authoritative 

representative  of  the  Iranian  government.  This  aspect  of  our  policy  has  not  changed 

following  the  embargo.  We  have  had  no  indication  that  the  Iranian  government  is 

interested  in  pursuing  such  a  dialogue. 

Question: 

6.  In  his  meetings  in  late  June  with  Russian  Prime  Minister  Chernomyrdin, 
Vice  President  Gore  discussed  the  Russian  reactor  sale  to  Iran.  What 
specifically  was  achieved  at  that  meeting?  The  Vice  President  reportedly 
returned  with  a  finalized  agreement  on  ending  new  Russian  conventional  arms 
sales  to  Iran.  What  conventional  systems  remain  to  be  transferred  to  Iran 
under  existing  Russian-Iranian  contracts?  How  can  the  United  States  verify 
that  new  Russian  sales  do  not  take  place? 

Answer: 

Vice  President  Gore  and  Prime  Minister  Chernomyrdin  had  a  detailed 

exchange  of  views  on  Russia's  nuclear  reactor  sale  to  Iran  during  their  June 

29-30  meetings  in  Moscow.  Gore  reviewed  with  Chernomyrdin  the  security 

and  financial  arguments  against  nuclear  cooperation  with  Iran.  We  will 

continue  to  reiterate  to  the  Russians  at  a  high  level  that  the  potential  financial 

benefits  of  the  power  reactor  deal  are  outweighed  by  the  security  and 

diplomatic  costs  Russia  will  face. 

Gore  and  Chernomyrdin  also  finalized  the  details  of  the  commitment  that 
President  Yeltsin  made  to  President  Clinton  at  the  May  1995  Moscow 
Summit.  Russia  has  agreed  not  to  sign  any  new  anns  contracts  with  Iran  and 
to  close  out  existing  contracts  soon.  The  Russian  pledge  is  comprehensive 
and  applies  not  only  to  arms,  but  to  arms-related  technology  as  well.  We,  of 
course,  intend  to  continue  to  consult  closely 

with  Russian  officials  on  these  transfers  and  will  promptly  raise  with  Russia 
any  evidence  indicating  that  the  terms  of  this  commitment  are  not  being  fully 
implemented. 

Under  Secretary  Lynn  Davis  provided  the  committee  a  detailed, 
classified  briefing  on  this  subject  on  August  2. 
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Question: 

7.  Have  the  Russians  provided  the  U.S.  with  a  precise  list  of  existing  anns 
contracts  they  intend  to  complete  including  the  expected  dates  of 
termination?  Can  you  provide  the  committee  with  this  list  of  ongoing 
Russian-Iranian  arms  contracts? 

Answer: 


The  United  States  engaged  in  a  detailed  exchange  of  information  with 
Russia  prior  to  the  resolution  of  this  issue  in  order  to  confirm  that  the  existing 
contracts  arc  reasonably  limited  in  time  and  content  and  will  not  provide  Iran 
with  new  capabilities,  alter  the  military  balance  in  the  region,  or  compromise 
the  ability  of  the  United  States  and  our  allies  to  protect  our  security  interests 
in  the  region.  Transfers  under  the  existing  Russian  contracts  should  be 
completed  in  a  few  years  and  do  not  involve  advanced  conventional  weapons 
that  would  be  subject  to  sanctions  under  the  Iran-Iraq  Arms  Nonproliferation 
Act  of  1992. 

Under  Secretary  Lynn  Davis  provided  the  committee  a  detailed, 
classified  briefing  on  this  subject.  At  Russia's  insistence,  details  of  the 
U.S. -Russian  understanding  must  remain  confidential. 
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Question: 

8.  Defense  Secretaiy  Peny  stated  that  Iran  may  have  nuclear  wes^ns  in 
seven  to  fifteen  years,  or  sooner  if  they  receive  outside  assistance.  Others 
have  estimated  even  shorter  time  frames.  Russia  has  agreed  to  complete  two 
nuclear  power  plants  in  Iran.  If  the  Russians  halt  this  sale,  China  has  said  it 
would  sell  such  nuclear  technology.  Can  you  give  us  more  details  on  the 
status  of  the  Administration's  effort  to  dissuade  Russia,  China  or  other 
countries  from  sales  of  nuclear  or  other  mass  destruction  weapons  technology 
to  fran?  What  measures  are  being  taken  to  pressure  Russia  to  cancel  the 
deal?  How  damaging  would  this  deal  be  to  U.S.  efforts  to  halt  fran's  nuclear 
program? 

Answer: 


We  are  working  at  the  highest  levels  to  persuade  the  Russians  not  to 
proceed  with  nuclear  cooperation  with  Iran.  At  the  May  10  Summit,  President 
Clinton  shared  with  Russian  President  Yeltsin  information  that  leads  us  to 
conclude  that  Iran  is  seeking  to  develop  a  nuclear  weapons  capability. 
President  Clinton  also  underscored  the  security  risks  to  Russia,  as  well  as  to 
the  U.S.,  of  a  nuclear-armed  Iran.  President  Clinton  raised  the  issue  again 
with  Yeltsin  at  the  Halifax  Summit.  At  U.S.  request,  G-7  leaders  made  clear 
to  Yeltsin  that  they  will  not  transfer  reactors  or  engage  in  associated  activities 
with  Iran  due  to  concern  that  such  cooperation  could  be  used  by  fran  for 
nuclear  weapons  development. 

We  have  long  conveyed  our  concerns  about  cooperation  with  fran's 
nuclear  program  to  Chinese  officials.  A  roimd  of  nonproliferation  talks  was 
scheduled  for  mid-June  in  Beijing.  In  reaction  to  Lee  Teng-hui's  visit  to  the 
U.S.,  which  Beijing  considered  a  violation  of  the  three  U.S.-PRC  Joint 
Commimiques,  the  Chinese  suspended  this  round  of  talks,  as  well  as  aU  other 
bilateral  dialogues  on  nonproliferation,  security,  and  arms  control.  We  seek 
to  resume  these  important  dialogues  with  the  Chinese. 

The  Russian  nuclear  power  reactor  deal  wUl  not  directly  provide  fran  a 
nuclear  weapons  capability.  However,  the  deal  would  allow  fran  an 
opportunity  to  build  up  its  nuclear  infrastructure  and  provide  it  a  rationale  to 
justify  acquisition  of  more  sensitive  nuclear  technologies,  such  as  a  uranium 
enrichment  capability,  that  would  be  directiy  applicable  to  nuclear  weapons 
development. 
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Question: 

9.  What  is  the  approximate  pace  and  scope  of  current  Iranian  arms  acquisition  programs? 
What  else  is  the  Administration  doing  to  prevent  Iran's  acquisition  of  nuclear 
capabilities?  How  would  you  evaluate  the  success  of  the  Administration's  efforts  at  dual 
containment  as  it  relates  to  Iran? 

Answer: 

Iran's  forc«s  suffered  heavy  losses  of  equipment  and  personnel  during  its  eight- 
year  war  with  Iraq.  It  continues  working  to  rebuild  these  forces  with  an  active  program  of 
arms  acquisitions  including  armor,  naval  forces,  and  aircraft.  A  continued  arms  build-up 
could  give  Iran  the  capability  to  threaten  its  neighbors  or  to  challenge  freedom  of 
navigation  in  the  Persian  Gulf  Reflecting  this  concern,  we  have  shaped  a  consensus 
among  the  28  governments  participating  in  talks  for  the  COCOM  successor  regime  that 
the  regime  should  prevent  Iran  from  acquiring  armaments  and  sensitive  dual-use  goods 
and  technology.  Russia,  which  has  been  Iran's  largest  arms  supplier,  has  committed  to 
signing  no  new  contracts  covering  arms  and  arms-related  technologies.  China  remains  a 
major  arms  supplier  to  Iran. 

We  oppose  all  nuclear  cooperation  with  Iran  and  repeatedly  urge  other  nuclear 
suppliers  not  to  sell  nuclear  technology,  equipment  or  materials  to  Iran.  Most  nuclear 
suppliers,  with  the  notable  exceptions  of  Russia  and  China,  have  assured  us  they  will  not 
engage  in  nuclear  cooperation  with  Iran,  even  under  safeguards. 

U.S.  policy  toward  Iran  is  aimed  at  pressuring  the  government  to  end  its 
unacceptable  policies,  including  its  sponsorship  of  terrorism  and  violence  designed  to 
undermine  the  Middle  East  peace  process,  and  its  pursuit  of  weapons  of  mass 
destruction  and  the  means  to  deliver  them.  While  Iran  continues  to  be  a  major  sponsor 
of  terrorism,  we  have  achieved  considerable  success  in  curbing  Iran's  access  to 
conventional  annaments  as  well  as  to  technology  that  contributes  to  the  development  of 
weapons  of  mass  destruction  and  their  means  of  delivery. 
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The  U.S.  policy  of  economic  pressiire,  exemplified  by  the  new  trade  and 
investment  embargo  against  Iran,  is  designed  to  make  it  ever  more  costly  for  Iran  to 
divert  scarce  resources  to  these  unacceptable  policies.  Our  efforts  have  had  a  short  term 
impact.  The  value  of  the  Iranian  rial  has  fallen.  Iran's  response,  tight  cunency  controls, 
is  likely  to  have  a  negative  effect  on  its  economy  over  the  longer  term.  To  make  our 
efforts  more  effective,  however,  we  continue  to  seek  multilateral  support  for  our  policy 
of  pressuring  Iran.  Success  in  this  endeavor  will  require  a  sustained  effort  in  the  long 
term. 

Question: 

10.  There  are  credible  reports  that  Iran  is  increasing  its  capabilities  to  produce  chemical 
and  biological  warfare.  Can  you  give  us  more  details  on  Iran's  chemical  and  biological 
capabilities?  What  do  you  think  the  international  community  can  and  should  do  to  curtail 
the  efforts  of  Iran  in  their  development  of  chemical  and  biological  warfare?  What  should 
we  be  doing  differently  to  improve  our  efforts? 

Answer: 

The  threat  posed  by  Iran's  chemical  weapons  (CW)  program  is  substantial  and 
growing.  Iran's  CW  program  is  now  among  the  largest  in  the  third  world.  Specifically: 

•  Iran  is  capable  of  producing  on  the  order  of  1 ,000  tons  of  C  W  agents  each  year- 
including  blister  agents  like  sulfur  mustard,  which  caused  thousands  of  Iranian 
casualties  when  used  by  Iraq  in  the  1980's.  (Iran  also  used  chemical  weapons  in 
its  war  against  Iraq,  although  on  a  much  smaller  scale.) 

•  It  appears  that  while  the  impetus  for  Iran's  CW  effort  was  initially  deterrence,  at 
least  in  the  Iran-Iraq  conflict,  the  CW  program  is  now  a  significant  element  in 
Iran's  bid  to  become  a  dominant  regional  power. 

•  It  is  likely  that  Iran's  stockpile  now  comprises  several  thousands  tons  of  sulf\ir 
mustard  and  other  CW  agents. 

•  Since  the  Iran-Iraq  war,  Iran  has  been  attempting  to  acquire  the  more  toxic  nerve 
agents,  and  Tehran  should  have  a  production  capability  shortly. 
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•  Tehran  also  is  developing  a  production  capability  for  the  precursor  chemicals  it 
needs  to  support  CW  agent  production,  and  within  several  years  may  become 
virtually  independent  of  imported  raw  materials. 

Iran  has  continued  to  upgrade  and  expand  its  chemical  weapons  production 
infrastructure  and  chemical  munitions  arsenal,  even  after  becoming  a  signatory  of  the 
Chemical  Weapons  Convention  (CWC)  in  January  1993.  Moreover,  Iran  has  been  in  the 
vanguard  of  efforts  to  seek  elimination  of  national  exix>rt  controls  on  dual-use  CBW- 
related  commodities,  practiced  by  a  number  of  major  supplier  and  transshipment 
coimtries.  The  U.S.  continues  to  be  active  in  ensuring  that  a  weakening  of  national  export 
controls  in  supplier  and  transshipment  countries  not  facilitate  Iran's  task  of  acquiring  the 
precursors  and  production  equipment  it  needs  for  its  CW  program. 

Iran  has  had  a  biological  weapons  (BW)  program  since  the  early  1980s.  Currently 
it  is  in  the  late  stages  of  research  and  development,  but  we  believe  Iran  holds  some  stocks 
of  BW  agents  and  weapons.  Iran  most  likely  has  investigated  both  toxins  and  live 
organisms  as  BW  agents.  Specifically: 

•  For  BW  dissemination,  Iran  could  use  many  of  the  same  delivery  systems—such 
as  artillery  and  aerial  bombs— that  it  has  in  its  CW  inventory. 

•  We  are  concerned  that,  in  the  fiiture,  Iran  may  develop  a  biological  warhead  for  its 
ballistic  missiles,  but  we  would  not  expect  such  a  development  before  the  end  of 
the  decade. 

Iran's  development  of  a  BW  program  would  have  been  almost  impossible  to 
prevent— and  remains  difficult  to  retard— due  to  a  combination  of  factors.  Iran  has  the 
biotechnical  infrastructure  to  support  a  significant  BW  program  requiring  little  foreign 
assistance.  At  various  institutes  Iran  conducts  top-notch  legitimate  biomedical  research, 
which  we  suspect  provide  support  to  the  BW  program.  Because  of  the  dual-use  nature  of 
biomedical  equipment,  Iran's  ability  to  produce  a  number  of  both  veterinjiry  eind  human 
vaccines  also  gives  it  the  capability  to  produce  BW  agents. 
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Despite  these  difficulties,  we  monitor  Iran's  capability  as  closely  as  possible  and 
restrict  it  where  we  can.  The  USG  is  an  active  participant  in  the  chemical  and  biological 
weapons  (CBW)  nonproliferation  regime  known  as  the  Australia  Group  (AG).  The 
29-member  AG  is  composed  of  major  suppliers  and  transshippers  of  CBW-related 
conmiodities.  Its  system  of  harmonized  export  controls  on  CBW-related  conunodities, 
combined  with  a  "no  undercut"  agreement  for  export  licenses  that  are  denied,  has  made  it 
more  difficult  for  proliferators  like  Iran  to  obtain  the  materials  they  seek  for  their  CBW 
programs.  We  work  closely  with  our  AG  partners  and  other  coimtries,  as  appropriate,  to 
try  and  prevent  transfers  of  CBW-related  items  to  countries  of  concern. 

Question: 

1 1 .  Some  observers  claim  that  the  Administration  has  overstated  the  degree  to  which 
Iranian  assistance  to  hard-line  extremist  groups  can  affect  the  Arab-Israeli  peace  process, 
or  bolster  opposition  forces  in  Egypt  and  Algeria.  What  is  the  degree  to  which  Iran  is 
assisting  radical  Islamic  forces  in  the  region?  Is  this  support  decisive  in  helping  these 
radical  forces  carry  out  their  operations?  How  do  you  explain  Iran's  relative  lack  of 
political  activity  in  the  Muslim  states  of  Central  Asia? 

Answer: 


Iran  is  the  world's  leading  patron  of  terrorist  opposition  groups.  It  provides 
money,  arms,  training,  and  coordination  for  the  violent  opponents  of  the  Middle  East 
peace  process,  as  well  as  assistance  to  violent  opposition  groups  elsewhere  in  the  Middle 
East.  While  most  ofthese  groups  are  not  entirely  dependent  on  Tehran  for  material 
support,  their  ability  to  engage  in  destabilizing  violence  is  clearly  enhanced  by  Iranian 
patronage. 

Although  Iran  is  active  in  Central  Asia,  the  political  climate  in  these  states  has 
not  so  far  proved  to  be  fertile  ground  for  the  export  of  Iran's  revolutionary  agenda. 
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Question: 

12.  According  to  Agence  France  Presse,  a  confidential  French  newsletter  recenUy 
reported  that  Iran's  Security  Council  has  nearly  doubled  its  funding  of  Islamic 
fundamentalist  groups  to  $3  billion,  with  support  going  mostly  to  groups  in  Arab  nations. 
$30  million  was  earmarked  for  the  Palestinian  group  Hamas.  Other  recipients  included 
Ahmed  Jibril's  Popular  Front  for  the  Liberation  of  Palestine  -  General  Command  (PFLP- 
GC),  which  would  collect  $3  million  and  Hizballah,  which  is  slated  for  $10  million.  The 
newsletter  added  that  Iran  funded  five  Islamic  organizations  in  Iraq  and  the  People's  Arab 
and  Islamic  Congress  in  Sudan,  and  four  fimdamentalist  movements  in  Egypt,  partially 
via  exile  groups  in  the  United  States.  The  increase  "marks  the  return  to  the  radical  line 
which  had  been  moderated  by  President  Ali  Akbar  Rafsanjani  since  1989,"  according  to 
the  newsletter.  Can  you  comment  on  this  report?  What  effect  does  this  disclosure  have 
on  our  Iran  policy,  and  any  possibility  at  dialogue?  What  impact  will  this  funding 
disclosure  have  on  the  stability  of  nations  in  the  region,  and  U.S.  efforts  to  achieve 
Middle  East  peace?  What  steps  can  the  United  States  take  to  block  Iran's  Security 
Council  from  sending  $3  billion  to  Islamic  fundamentalist  groups? 

Answer: 


The  allegation  that  Iran  supplies  a  sum  of  $3  billion  in  assistance  to  Islamic 
fimdamentalist  groups  abroad  is  simply  not  credible.  Such  excessive  claims  run  the 
danger  of  casting  doubt  on  the  clearly  established  financial  and  training  assistance  that 
Iran  does  supply  to  such  groups.  Iranian  funding  of  groups  perpetrating  violence  to 
undermine  the  Middle  East  peace  process  is  a  key  concern  of  the  Administration,  and  led 
the  President  to  impose  an  embargo  against  Iran.  Funds  controlled  by  or  destined  for 
terrorist  groups  acting  against  the  Middle  East  peace  process  are  blocked  in  the  U.S. 
pursuant  to  Executive  Order  No.  1 2947,  issued  by  the  President  on  January  24,  1 995. 
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Question: 

13.  Press  reports  in  June  1995  indicated  that  Iran  had  begun  to  reverse  its  military 
buildup  on  several  islands  in  the  Gulf.  Can  you  confirm  these  reports?  What  do  you 
believe  were  Iran's  motivations  for  the  buildup  as  well  as  for  the  reversal?  Are  the 
Iranians  still  stocking  chemical  weapons  on  some  of  the  islands,  as  indicated  by  Secretary 
of  Defense  Perry  during  his  visit  to  the  Gulf  in  March?  Has  the  United  States,  at  any 
time,  considered  military  action  against  Iranian  forces  in  and  around  the  islands? 

Answer: 


Iran  has  reduced  its  military  presence  on  the  islands  in  the  Strait  of  Hormuz, 
following  a  buildup  earlier  in  the  year.  We  judged  the  initial  Iranian  action  to  be  a 
defensive  reaction  to  Operation  Vigilant  Warrior,  conducted  last  October  in  response  to 
Saddam  Hussein's  feint  toward  Kuwait.  We  are  unable  to  determine  with  certainty 
wliether  chemical  weapons  are  on  Abu  Musa  at  this  time;  we  continue  to  monitor  the 
situation  closely. 

Iran  did  not  take  overt  steps  to  threaten  shipping  in  the  Gulf  of  Hormuz  and  the 

United  States  did  not  consider  military  action  against  Iranian  forces  in  and  around  the 

islands. 

Question: 

14.  Several  Iranian  officials  have  said  recently  that  Iran  has  no  plans  to  send 
assassination  squads  to  kill  Salman  Rushdie,  author  of  "The  Satanic  Verses,"  but  at  a 
meeting  on  June  22,  1995,  Iranians  refiised  to  make  a  formal  pledge  to  the  European 
Union  (EU)  to  that  effect  Does  the  EU  plan  to  penalize  Iran  formally  for  its  stand  on 
Rushdie?  What  is  the  U.S.  policy  on  this  matter? 

Answer: 

The  EU  shares  U.S.  objections  to  Iran's  unacceptable  behavior  and  our  desire  to 

get  Tehran  to  change  these  policies.  However,  the  U.S.  policy  of  pressuring  Iran  differs 

in  approach  from  the  EU  policy  ofengaging  Iran  in  a  "critical  dialogue."  Within  that 

dialogue,  the  EU  was  seeking  a  written  commitment  from  Iran  not  to  carry  out  the  fatwa 

against  Salman  Rushdie,  a  commitment  Iran  refrised  to  make.  In  discussions  with  our 

European  allies,  we  have  cited  this  as  an  instance  in  which  "critical  dialogue"  was  not 

effective  in  modifying,  even  in  a  limited  way,  Iran's  objectionable  behavior.  We  urge 

them  to  join  us  in  taking  a  tougher  approach. 
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Question: 

15.  Recent  repKjrts  indicate  that  Belarus,  suffering  from  a  financial  crisis,  may  be 
prepared  to  sell  missile  transporters,  aircraft  equipment  and  "technological  processes"  to 
Iran.  Can  you  confirm  this?  What  steps  is  the  Administration  taking  to  block  an  arms 
deal  between  Belarus  and  Iran?  Has  the  U.S.  voiced  its  concern  over  the  deal  through 
official  channels?  Does  the  U.S.  have  leverage  to  use  to  prevent  Belarus  from  providing 
Iran  with  these  weapons,  and  if  so,  is  it  prepared  to  use  such  leverage? 

Answer: 


Belarus  and  Iran  held  discussions  on  a  broad  range  of  issues,  including  possible 
arms  sales,  during  Iranian  First  Vice-President  Habibi's  visit  to  Minsk  in  July.  Following 
that  visit,  we  expressed  our  concern  to  the  government  of  Belarus  that  sales  of  arms  or 
defense  goods  to  a  state  which  sponsors  international  terrorism  would  strain  our  bilateral 
relations  and  could  subject  Belarus  to  sanctions  under  certain  of  our  laws.  Minsk  has  not 
concluded  any  arms  contracts  with  Iran  and  may  be  reconsidering  entering  into  any 
prospective  military  sales  relationship  with  Iran.  We  will  continue  pressing  them  to 
refrain  from  cooperation  in  this  field. 
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Bahrain 
Question: 

1 .  Has  the  Al  Khalifa  family  contained  the  recent  unrest  in  Bahrain  completely?  What 
role,  if  any,  did  Iran  play  in  the  recent  demonstrations? 

Answer: 

The  overall  level  of  unrest  in  Bahrain  has  diminished,  although  scattered  arson 

attacks  and  other  disturbances  have  continued  through  the  middle  of  August.  The 

Government  of  Bahrain  currently  is  engaged  in  a  dialogue  with  moderate  Shia 

commimity  leaders  and  with  Shia  clerics  in  an  attempt  to  defuse  the  tension.  The 

Government  has  released  several  hundred  persons  detained  during  the  demonstrations. 

Shia  clerics  have  described,  in  sermons,  an  agreement  to  deal  with  the  problems  and  have 

urged  peaceful  cooperation  with  the  Government. 

Many  of  the  Shia  clerics  involved  in  the  protests  do  have  ties  of  education  and 
travel  to  the  Bahrain  Center  in  Iran,  but  there  has  been  no  indication  of  any  direct  link 
between  Iran  and  the  situation  in  Bahrain.  We  judged  the  unrest  resulted  from  problems 
internal  to  Bahrain. 

Question: 

2.  Does  the  recent  unrest  affect  U.S.  plans  to  headquarter  the  recommissioned  U.S.  5th 
Fleet  in  Bahrain? 

Answer: 

No.  U.S.  plans  are  unchanged.  During  the  unrest  there  have  been  no  attacks  on 

Americans  that  would  indicate  that  Americans  have  been  targeted.  We  do  not  believe 

that  the  unrest  in  Bahrain  is  a  threat  to  the  continued  presence  of  the  Naval  component  of 

U.S.  Central  Command  on  the  island. 
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Question: 

3.    Can  the  State  Department  confinn  that  two  sponsors  of  a  petition,  which  calls  on  the 
Amir  to  abide  by  the  constitution,  and  which  was  signed  by  25,000  individuals,  have  been 
detained  since  this  past  spring?  Have  the  two  individuals  been  formally  charged?  If  so, 
what  are  the  charges  against  them?  What  has  been  the  Government  of  Bahrain's  response 
to  the  formulation  of  the  petition?  What  is  the  U.S.  position  on  the  demands  of  the 
opposition  that  an  elected  parliament  be  restored? 

Answer: 

Despite  opposition  charges  to  the  contrary,  we  are  not  aware  of  any  arrests  made 

solely  for  signing  or  circulating  the  petition.  One  of  the  original  14  signers,  SaMd 

Abdulla  Asbool,  did  lose  his  job  at  the  Ministry  of  Works,  Power,  and  Water,  reportedly 

for  circulating  the  petition  at  the  Ministry  during  work  hours.  There  are  reports  of  other 

individuals  losing  govenmient  jobs  or  positions  for  participating  in  the  petition  drive.  A 

doctor  at  Salmaniyah  Hospital,  for  example,  was  stripped  of  his  department 

chairmanship,  but  retained  his  job.  Others,  like  Munira  Fakhro,  still  draw  government 

salaries.  Abdul  Amir  Al-Jamri,  a  prominent  Shia  cleric,  longtime  opposition  activist,  and 

one  of  the  petition's  original  signers,  has  been  in  jail  since  April  1 .  He  is  accused  of  —but 

has  not  been  formally  charged  with— committing  a  wide  variety  of  security-related  crimes, 

and  of  being  funded  and  supported  by  Iran. 
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The  Government  of  Bahrain  has  not  responded  to  the  petition.  The  Amir  refused 
to  accept  a  copy  of  the  petition.    It  is  not  clear  that  the  petition  is  still  being  circulated. 
Shia  clerics,  in  recent  sermons,  have  referred  to  an  agreement  with  the  Government  to 
deal  with  the  problem  and  have  urged  peaceful  cooperation  with  the  authorities. 

The  U.S.  position  on  the  demands  of  the  opposition  that  an  elected  parliament  be 
restored  is  the  following:  The  United  States  supports  expansion  of  political  participation 
for  all  Bahrainis.    We  support  dialogue  and  inclusion  in  the  political  process,  but  oppose 
any  movement  that  would  use  democracy  as  a  guise  to  seize  power.  Democratization  is 
an  ongoing  process. 

At  the  same  time,  we  have  encouraged  the  Government  of  Bahrain  to  expand  the 
publicity  and  scope  given  to  the  appointed  advisory  council  which  recently  completed  a 
second  session  and  will  begin  a  third  in  the  fall.  The  council's  purpose  is  to  debate  issues 
and  concerns  and  recommend  to  the  Government  what  actions  and/or  laws  to  be 
implemented . 

Question: 

4.  Has  the  State  Department  urged  the  Government  of  Bahrain  to  grant 
entry  into  Bahrain  and  access  to  detainees  by  independent  human  rights 
organizations? 

Answer: 

The  Ambassador  on  several  occasions  has  raised  the  issue  of  access  to  detainees 

by  independent  human  rights  organizations  with  senior  officials  in  the  Government  of 

Bahrain.  To  date,  however,  no  such  visit  has  taken  place. 
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Kuwait 
Question: 

1.  How  much  influence  does  the  National  Assembly  have  over 
defense  and  national  security  decisions  in  Kuwait? 

2.  To  what  degree  does  the  Assembly  support  Kuwait's  close 
defense  relations  with  the  United  States? 

3.  Would  suspension  of  the  Assembly  lead  the  United  States  to 
rethink  any  of  its  security  commitments  to  Kuwait? 

4.  What  percentage  of  the  population  will  be  allowed  to  vote 
in  the  1996  Assembly  elections? 

Answer : 

The  Assembly  exercises  significant  influence  over  the 

Government's  defense  and  national  security  policies.   This 

infuence  comes  primarily  through  its  constitutional  power  to 

review  and  approve  the  Government's  budget.   The  Assembly  holds 

wide-ranging  public  hearings  and  debates  on  the  budget.   This 

year  the  Assembly  sent  back  the  Government's  first  draft  budget 

for  the  fiscal  year  1995/96  because  it  did  not,  in  the 

Assembly's  view,  sufficiently  meet  deficit  reduction  targets. 

The  Assembly  also  exercises  oversight  influence  through  its 

hearings  on  defense  and  security  matters. 

The  Assembly  strongly  supports  Kuwait's  close  defense 
relationship  with  the  United  States.   Though  there  are  vocal 
critics  in  the  Assembly  of  many  Government  policies,  one  area 
where  there  is  no  dissonance  is  the  US-Kuwait  security 
relationship. 

Suspension  of  the  Assembly  would  cause  deep  concern  in  the 
U.S.  Government,  which  we  would  communicate  to  the  Government 
of  Kuwait.   Iraq's  1990  invasion  of  Kuwait  came  after  the  1987 
suspension  of  the  Assembly,  which  did  not  affect  our 
undertaking  of  Desert  Storm. 

At  present,  male  citizens  of  Kuwait  over  the  age  of  21  may 
vote  in  the  1996  Assembly  elections.   There  is  a  bill  pending 
in  the  Assembly  to  extend  the  franchise  to  woman  citizens. 
Action  on  this  bill  has  been  deferred  until  after  the  Assembly 
reconvenes  in  the  fall,  probably  in  early  October  1995. 
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Qatar 
Question: 

1 .  What  changes,  if  any,  would  the  Administration  expect  to  see  in  the  domestic  and 
foreign  policies  of  Qatar  following  the  palace  coup  which  brought  the  former  crown 
prince  to  the  throne?  Is  there  any  evidence  that  foreign  governments  played  a  role  in  the 
change  of  government? 

Answer: 

We  expect  to  see  few  major  changes  in  Qatar's  domestic  and  foreign  policies  as  a 

result  of  the  government  transition.  The  new  Amir,  Shaikh  Hamad  bin  Khalifa  Al-Thani, 

effectively  ran  the  government  as  Crown  Prince  and  Defense  Minister  prior  to  his 

accession  as  Amir.  We  expect  that  many  of  the  policies  he  helped  to  develop  will  remain 

in  place. 

There  is  no  evidence  that  foreign  governments  played  a  role  in  the  change  of 
government.  All  evidence  indicates  that  the  transition  was  the  result  of  internal 
deliberations  within  the  ruling  Al-Thani  family. 
Question: 

2.  What  is  your  assessment  ofthe  new  ruler,  Shaikh  Hamad  bin  Khalifa  Al-Thani?  Is 
Shaikh  Hamad's  assumption  of  power  likely  to  have  any  significant  effect  on  U.S.-Qatari 
defense  cooperation,  including  the  prepositioning  of  U.S.  military  equipment? 

Answer: 

Qatar's  new  amir,  Shaikh  Hamad  bin  Khalifa  Al-Thani,  had  extensive  experience 

in  governing  Qatar  in  his  previous  positions  as  Crown  Prince  and  Defense  Minister.  We 

believe  Shaikh  Hamad  will  continue  to  govern  Qatar  effectively  and  will  continue  to 

pursue  a  foreign  policy  which  has  strengthened  U.S.-Qatari  relations,  contributed 

significantly  to  the  security  ofthe  Gulf,  dealt  openly  with  Israel,  and  supported  the 

Middle  East  peace  process. 

In  his  role  as  Defense  Minister,  Shaikh  Hamad  was  the  principal  architect  for  the 
Qatari  side  of  our  1992  Defense  Cooperation  Agreement.  Following  his  accession. 
Shaikh  Hamad  reaffirmed  his  commitment  to  strengthening  the  U.S.-Qatari  defense 
relationship  and  pledged  continued  support  for  our  prepositioning  program.  One 
important  signal  of  that  support  is  that  the  Qataris  have  recently  agreed  to  increase  their 
logistics  support  for  prepositioning. 
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Saudi  Arabia 
Question: 

1 .  Do  you  see  any  evidence  that  Saudi  Arabia  is  prepared  to  take  a  more  active  role  in 
Arab-Israeli  peacemaking  issues,  for  example,  by  supporting  lifting  the  primary  boycott 
of  Israel?  Is  there  any  evidence  that  Saudi  Arabia  has  discouraged  expanded  contacts 
between  Israel  and  some  of  the  more  forward-leaning  Gulf  states,  such  as  Qatar  and 
Oman? 

Answer: 

The  government  of  Saudi  Arabia  took  a  lead  position  within  the  Gulf  Cooperation 
Council  to  erode  the  secondary  and  tertiary  aspects  of  the  Arab  League  boycott  of  Israel. 
Since  the  GCC  resolution  of  non-implementation  of  those  aspects  of  the  boycott  was 
adopted  in  September  1994,  there  has  been  a  significant  reduction  in  prohibited  requests 
and  we  have  received  assurances  that  such  requests  will  drop  to  virtually  zero  when  state 
bureaucracies  are  fidly  informed  and  responding. 

The  Saudis  have  indicated  their  willingness  to  support  an  initiative  within  the 
Arab  League  to  lift  the  primary  boycott.  However,  difficult  issues  remain  to  be  resolved 
in  the  peace  process,  including  the  status  of  Jerusalem.  There  are  differences  within  the 
Arab  League  on  many  of  these  issues.    The  Saudis,  who  normally  seek  consensus, 
continue  a  dialogue  with  other  Arab  states  on  peace  process  issues. 
Question: 

2.  Although  Saudi  Arabia  has  participated  in  the  multilateral  negotiations  of  the  Middle 
East  peace  process,  has  the  Kingdom  offered  to  host  any  of  their  meetings?  Have  we 
received  any  indication  that  this  will  happen  in  the  foreseeable  future?  Has  the  United 
States  asked  Saudi  Arabia  to  host  a  multilateral?  If  so,  what  has  been  their  response? 

Answer: 


Saudi  Arabia  represents  the  Gulf  States  in  the  Steering  Group  and  participates  in 
all  five  multilateral  working  groups.  The  Saudis  have  made  important  contributions  and 
we  value  their  participation  in  the  multilateral  negotiations. 

Saudi  Arabia  has  not  offered  to  host  any  multilateral  meetings,  nor  has  the  U.S. 
formally  requested  that  the  Saudis  do  so. 
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Question: 


3.  In  late  April,  Saudi  Arabia  violated  UN  sanctions  by  allowing  a  Libyan  jetiiner  to  land 
and  take  off  fix)m  Saudi  territory.  In  addition,  the  Saudis  have  refused  to  allow  the 
prepositioning  of  a  brigade's  worth  of  equipment  on  Saudi  territory  to  save  time  and 
money  for  the  U.S.  in  the  event  of  another  Iraqi  military  buildup  on  the  Saudi  border. 
The  Saudis  have  remained  noncommittal  in  their  support  for  the  proposed  Middle  East 
Development  Bank,  and  seem  to  have  pressured  various  Arab  states  not  to  improve  their 
relations  with  Israel.  Their  lack  of  cooperation  caused  the  U.S.  to  be  unsuccessful  in  its 
apprehension  of  terrorist  Imad  Mugniyah.  In  light  of  all  these  developments,  including 
the  situation  involving  Mugniyah,  U.S.  relations  with  Saudi  Arabia,  one  of  America's 
closes  Gulf  allies,  seem  to  have  reached  a  low  point.  To  what  do  you  attribute  the  Saudis 
actions  and  intentions  in  these  cases?  What  ramifications  for  our  bilateral  relations  do 
you  foresee  as  a  result  of  this  action? 


Answer: 


America's  relations  with  Saudi  Arabia  remain  strong  and  serve  U.S.  National 
interests.  There  are  issues  on  which  we  disagree  but  there  many  areas  of  agreement  and 
close  cooperation  including  in  the  military  area.  We  have  had  many  forthright  and  usefiil 
dialogues  on  all  of  the  issues  raised  in  the  question.    We  continue  to  work  with  the 
Saudis  to  build  our  relationship  and  advance  our  mutual  goals  in  the  region. 

Question: 

4.  How  would  you  characterize  our  bilateral  relationship  at  this  time?  What  other 
problems  stand  between  our  two  nations?  What  steps  is  the  U.S.  taking  to  strengthen  ties 
to  the  Saudis,  and  what  steps  are  they  taking  to  strengthen  their  relationship  with  us? 

Answer: 

Saudi  Arabia  is  a  key  ally  and  our  most  important  trading  partner  in  this  critical 
region  of  the  world.  We  cooperate  closely  on  a  wide  variety  of  issues  to  expand  peace, 
security,  stability  and  prosperity  in  the  region.  We  count  on  Saudi  Arabia's  continued 
support  and  engagement  as  we  move  forward  in  the  multilateral  phase  of  the  Middle  East 
peace  process. 
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Question: 

5.  As  a  follow-up  to  your  response  regarding  Saudi  Arabia's  lack  of  cooperation 
regarding  the  capture  of  Imad  Mugniyah,  what  efforts  have  been  undertaken  to  secure  the 
agreement  and  cooperation  of  various  governments  in  the  region  to  establish  procedures 
for  apprehending  terrorists  in  the  future?  What  are  we  doing  to  ensure  that  a  repeat  of  the 
Mugniyah  situation  does  not  happen  either  in  Saudi  Arabia  or  elsewhere  in  the  region? 

Answer: 


We  have  undertaken  to  strengthen  counterterrorism  cooperation  with  Saudi 
Arabia,  an  effort  which  the  Saudis  welcome.  Saudi  Ambassador  Bandar  met  with  FBI 
Director  Freeh  to  discuss  these  issues,  and  counterterrorism  coordinator  Wilcox  has  had  a 
productive  exchanges  of  ideas  with  Embassy  officials.  We  are  continuing  to  follow  up 
directly  with  Saudi  counterterrorism  officials. 

UAE 

Question: 

1 .  In  conjunction  with  the  potential  sale  of  U.S.  fighter  aircraft  to  the  United  Arab 
Emirates,  the  U.S.  has  given  clearance  for  the  UAE  to  purchase  AMRAAM  missiles. 
AMRAAM  missiles  are  the  most  advanced  weapon  for  air-to-air  combat  in  the  American 
arsenal.  Will  the  first  sale  of  the  AMRAAM  to  the  region  upset  the  Arab-Israeli  military 
balance  or  degrade  Israel's  qualitative  edge?  If  so,  what  steps  is  the  U.S.  taking  to 
maintain  Israel's  qualitative  edge?  Beyond  the  UAE,  are  any  other  sales  of  AMRAAM  to 
the  region  likely  in  the  near  fijture?  Does  the  introduction  of  this  new  technology 
contradict  America's  conventional  eums  control  policy? 

Answer: 

The  decision  to  release  AMRAAM  technology  to  the  UAE  is  conditioned  on  UAE 

purchase  of  U.S.  fighter  aircraft  and  took  into  account  regional  security  concerns. 

Provision  of  AMRAAM  to  the  UAE  will  not  degrade  Israel's  qualitative  edge  or  change 

the  Arab-Israeli  military  balance. 

AMRAAM  will  not  be  provided  until  U.S.  fighter  aircraft  are  delivered  to  the 
UAE,  which,  at  the  earliest,  will  not  happen  until  1999.  The  Administration  does  not 
intend  to  approve  any  other  deliveries  of  AMRAAM  in  the  Gulf  region  prior  to  that  lime. 
The  introduction  of  AMRAAM  does  not  contradict  our  conventional  arms  control  policy, 
as  this  transfer  promotes  U.S.  foreign  policy  and  national  security  interests  and  supports 
the  legitimate  defense  needs  of  an  important  friend  in  the  region. 
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Regional  Issues 

Question; 

1.   In  June,  two  multilateral  working  groups  met  in  Amman  to 
discuss  issues  relating  to  water  resources  and  the 
environment.   The  remaining  working  groups  on  arms  control  and 
regional  security,  refugees,  and  regional  economic  development 
are  expected  to  meet  either  this  fall  or  early  next  year.   What 
progress  has  been  made  in  the  talks  so  far?   Specifically,  what 
projects  are  making  progress  towards  fruition?   Please  also 
provide  the  dates,  duration  and  location  of  the  next  meeting  of 
each  multilateral  group. 

Answer: 

The  multi laterals  continue  to  complement  and  reinforce  the 

bilateral  negotiations  by  focusing  on  issues  of  regional 

concern.   All  of  the  working  groups  have  been  making  progress 

and  moving  to  concrete  projects  which  bear  significantly  on  the 

long-term  peace,  stability,  and  prosperity  of  the  region. 

The  Arms  Control  and  Regional  Security  Working  Group  is 
considering  a  statement  of  principles  and  objectives,  is 
operating  a  communications  network  and  has  agreed  to  establish 
a  permanent  hub  for  this  network  in  Cairo.   This  group  plans  to 
establish  regional  security  centers  by  early  1996.   The  next 
meeting  will  be  held  in  the  fall  (venue  to  be  determined). 

The  Environment  Working  Group  endorsed  an  environmental 
code  of  conduct  in  October  1994.   The  group  is  now  moving  ahead 
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on  a  number  of  projects,  including  Gulf  of  Agaba  oil  spill 
contingencies,  wastewater  treatment  and  re-use,  combatting 
desertification,  and  environmental  health  effects  of 
pesticides.   The  next  meeting  will  be  held  in  the  first  half  of 
1996  (venue  to  be  determined) . 

The  Regional  Economic  Development  Working  Group  has  put 
together  an  action  plan  of  projects  ar.l  has  set  up  a  monitoring 
committee  with  sub-groups  on  finance,  trade,  infrastructure, 
and  tourism.   Two  of  these  sectoral  committees  are  now  working 
on  the  creation  of  a  Middle  East  tourism  board  and  a  regional 
business  council.   The  next  meeting  will  be  held  in  early  1996 
(venue  to  be  determined) . 

The  Refugee  Working  Group  addresses  job  creation  and  human 
resources  development,  family  reunification,  data  bases,  public 
health,  child  welfare,  and  economic  and  social  infrastructure. 
The  group  has  sponsored  over  $100  million  in  projects  for 
Palestinian  refugees.   The  next  meeting  will  be  held  in 
December  in  Switzerland. 

The  Water  Resources  Working  Group  is  focusing  on  water  data 
availability,  water  management  practices,  enhancement  of  water 
supply,  and  regional  water  management/cooperation.   Major 
initiatives  include  a  water  data  bank  project  and  the 
establishment  of  a  Middle  East  desalination  research  center  in 
Oman.   The  next  meeting  will  be  held  in  the  first  half  of  1996 
(venue  to  be  determined) . 
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Question; 

2.   Which  nations  are  currently  participating  in  the 
multilateral  talks?  Other  than  Syria  and  Lebanon,  which  Middle 
Eastern  nations  are  currently  boycotting  the  multilateral 
negotiations?  What  steps  is  the  U.S.  taking  to  try  and  get 
these  parties  engaged  in  the  process?  Are  there  any 
indications  that  these  nations  may  join  the  talks? 

Answer: 

Current  participants  in  the  multilateral  talks  include 

Algeria,  Australia,  Austria,  Bahrain,  Belgium,  Canada,  China, 

Cyprus,  Czech  Republic,  Denmark,  Egypt,  European  Union, 

Finland,  France,  Germany,  Greece,  Hungary,  Iceland,  India, 

Ireland,  Israel,  Italy,  Japan,  Jordan,  Kuwait,  Luxembourg, 

Mauritania,  Morocco,  Netherlands,  Norway,  Oman,  Palestinians, 

Portugal,  Qatar,  Romania,  Russia,  Saudi  Arabia,  South  Korea, 

Spain,  Sweden,  Switzerland,  Tunisia,  Turkey,  Ukraine,  United 

Arab  Emirates,  United  Kingdom,  United  Nations,  United  States, 

and  Yemen. 

Syria  and  Lebanon  continue  to  maintain  that  they  will  not 
participate  in  the  multilaterals  pending  progress  in  the 
bilateral  negotiations.   The  United  States  and  others  continue 
to  invite  Syria  and  Lebanon  to  multilateral  meetings  and 
regularly  brief  them  on  activities.   We  have  seen  some 

indications  of  Lebanese  and  Syrian  interest  in  the  work  of  the 

multilaterals,  but  no  evidence  that  they  are  ready  to  join  the 

talks  at  this  time.   Libya,  Iraq,  and  Iran  are  not  included  in 
the  multilateral  groups.        A 
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Question; 

3.   It  has  been  suggested  that  the  establishment  of  a  Middle 
East  Regional  Development  Bank  and  the  extension  of  Free  Trade 
Zones  for  Palestinians  and  Jordanians  are  possibilities  for 
expanding  cooperation  in  the  region.   What  progress  has  been 
made  toward  establishing  a  Middle  East  Development  Bank?   Does 
the  Administration  still  plan  to  announce  the  Bank's  creation 
at  the  October  conference  in  Amman?  What  funding  sources  are 
anticipated  for  this  project?   Have  the  Saudis  and  the 
Europeans  become  more  favorably  disposed  towards  a  Middle  East 
Development  Bank,  or  are  they  still  against  it?  Will  the 
Administration  request  funding  for  the  U.S.  contribution  later 
this  year,  or  next  year?   If  so,  how  much  will  be  requested? 

Answer: 

Significant  progress  has  been  made  over  the  past  months 
towards  establishing  a  Middle  East  Development  Bank,  which  was 
proposed  jointly  by  Egypt,  Israel,  Jordan  and  the 
Palestinians.   A  Task  Force  ort  Financing  Institutions  for  the 
Middle  East  and  North  Africa  has  met  a  number  of  times  to 
discuss  the  Bank  in  some  detail.   There  is  now  a  critical  mass 
of  support  for  the  Bank  and  we  plan  to  announce  agreement  on 
its  creation  at  the  Amman  Summit. 


We  expect  the  Bank  to  become  operational  within  two  years 
of  the  Summit.   There  is  some  discussion  ongoing  about  possible 
interim  arrangements  to  initiate  project  identification  and 
regional  policy  cooperation  that  could  help  ensure  a  quick 
start  once  members  had  completed  the  ratification  process  for 
the  Bank. 

The  Europeans  are  not  united  in  their  views:   some  are 
very  favorable  to  the  proposal;  others,  as  well  as  the  Saudis, 
still  question  the  need  for  a  full-fledged  development  bank. 

As  to  funding,  we  expect  the  bank  to  have  a  total  of  about 
$5  billion  in  capital  with  about  25%  of  that  to  be  paid-in  over 
5  years  beginning,  most  likely,  in  1997.   Shares  for  individual 
members  will  be  the  subject  of  negotiation  but  the  United 
States  expects  to  be  a  major  shareholder. 
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Question: 

4.   For  true  economic  development  to  occur,  Arab  nations' 
economic  warfare  against  Israel  must  end.   U.S.  officials  at 
the  most  senior  level,  including  yourself,  have  repeatedly- 
spoken  out  against  the  illegal  Arab  boycott  of  Israel,  which 
has  damaged  Israel's  economy  and  has  cost  American  companies 
hundreds  of  millions  of  dollars  per  year.   While  the  secondary 
and  tertiary  boycotts  may  have  deteriorated  since  the  signing 
of  the  DoP,  many  nations  in  the  region  still  maintain  the 
primary  boycott,  and  still  have  laws  prohibiting  trade  with 
Israel.   To  what  extent  have  the  GCC  countries  implemented 
their  declaration  that  they  were  abandoning  the  secondary  and 
tertiary  boycotts  of  Israel?   What  steps  has  the  Administration 
taken  to  persuade  other  Arab  states  to  lift  the  secondary 
boycott?   Is  the  U.S.  pressing  Arab  states  to  rescind  the 
primary  boycott  as  well? 

Answer: 

Jordan's  parliament  recently  voted  to  end  Jordan's 

adherence  to  the  boycott  —  its  primary,  secondary,  and 

tertiary  aspects  —  in  accordance  with  the  1994  peace  treaty 

with  Israel.   The  Palestinians  do  not  enforce  the  boycott,  and 

joined  the  Jordanians  and  Egyptians  in  calling  for  an  end  to 

all  boycotts  of  Israel  in  the  February  8  Taba  Declaration. 

Further,  the  GCC  countries  have  made  significant  progress  in 

implementing  their  declaration  of  September  1994  to  end  their 

adherence  to  the  secondary  and  tertiary  aspects  of  the 

boycott.   U.S.  firms  report  favorable  changes  in  boycott 

practices  are  taking  place  on  the  ground. 

We  continue  to  press  the  Arab  League  and  other  states  to 
take  action  against  all  aspects  of  the  boycott.   In  response  to 
our  efforts,  the  GCC  nations  and  others  have  pledged  to  support 
"any  initiative"  for  an  Arab  League  review  of  the  boycott. 
Finally,  we  believe  the  Amman  Economic  Summit  underscores  our 
commitment  —  and  that  of  the  other  participants  —   to 
resolving  trade  and  investment  barriers  in  the  region  as  an 
integral  aspect  of  securing  peace. 
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Question: 

5.   Section  8100  of  the  Department  of  Defense  appropriation 
bill  contains  $647  million  for  the  additional,  incremental 
costs  associated  with  Operations  Provide  Comfort  and  Operation 
Southern  Watch,  the  Kurdish  relief  and  Iraqi  sanctions 
operations   The  U.S.  is  getting  significant  assistance  for 
some  costs  from  some  Gulf  States,  which  we  both  expect  and 
appreciate.   However,  it  seems  that  Japan,  Italy  and  Germany 
are  not  helping  to  cover  these  costs  (except  that  Italy  and 
Germany  pay  certain  NATO  costs  associated  with  Provide 
Comfort),  even  though  they  clearly  have  an  interest  in  oil 
supplies  from  this  region  and  in  general  economic  stability. 
What  has  the  Administration  done  to  get  in-kind  or  cash 
contributions  from  those  countries,  and  other  wealthy 
countries,  to  help  defray  the  costs  of  maintaining  stability  in 
the  Gulf?   What  more  does  the  Administration  plan  to  do? 
(Please  provide  complete  information  in  both  classified  and 
unclassified  form.) 

Answer: 

The  British,  French  and  Turkish  Governments  provide  about 

25  percent  of  the  65+  military  aircraft  assigned  to  Operation 

Provide  Comfort  II.   Our  European  allies  provide  additional 

humanitarian  assistance  through  a  combination  of  bilateral  and 

multilateral  aid  programs. 


The  effort  against  Iraqi  sanctions  violations  also  has  a 
solid  record  of  multilateral  participation  and  assistance  in 
kind. 

From  the  earliest  days,  when  the  effort  encompassed  naval 
activity  in  both  the  Red  Sea  and  the  Persian  Gulf,  a  number  of 
nations  have  dispatched  ships  to  participate  alongside  the 
United  States  in  Multinational  Interdiction  Force  operations. 
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These  have  included  France,  the  United  Kingdom,  Australia, 
Canada,  and  Belgium.   Belgium,  New  Zealand,  and  Canada  have 
agreed  to  participate  in  1996,  and  Italy  and  the  Netherlands 
are  considering  doing  so  also.   Our  French  and  British  allies 
currently  provide  about  10  percent  of  the  military  aircraft 
assigned  to  Operation  Southern  Watch,  monitoring  activity  in 
Southern  Iraq. 

In  addition  to  the  use  of  its  ports  and  airfields,  Saudi 
Arabia  continues  to  provide  generous  host  nation  support  in  the 
form  of  assistance-in-kind:   all  housing,  transportation,  fuel, 
food,  water,  sewage,  electricity,  and  garbage  disposal  for  U.S. 
forces.   The  estimated  value  of  this  support  is  approximately 
$15  -  20  million  per  month.   Kuwait  also  provides  similar 
support  valued  at  several  million  dollars  per  month  for 
Southern  Watch  forces  stationed  there.   While  not  part  of  the 
sanctions  enforcement  operations,  Kuwait  also  pays  the  full 
cost  of  our  extensive  combined  military  exercise  program  in 
that  country. 

Given  the  direct  participation  of  our  European  allies  in 
these  operations,  and  the  $5  billion  per  year  provided  by  Japan 
to  the  United  States  for  our  forces  stationed  there,  the 
administration  has  not  pressed  these  friends  for  additional 
direct  monetary  support  for  Southern  Watch  and  Provide  Comfort. 
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Question  for  the  Record  Submitted  to 

Assistant  Secretary  of  State  Robert  H.  Pelletreau 

by  the  Honorable  Lee  H.  Hamilton 

House  International  Relations  Committee 

August  2,  1995 

Answer  Incorporates  Information  as  of  August  30,  1995 

Peace  Process  -  Syrian  Track 

Question: 

1.   Syria  revised  its  position  and  agreed  last  week  to  send  a 
delegation  of  military  experts  to  Washington  to  resume 
negotiations  with  Israel  on  security  issues,  following  up  on 
the  recent  meeting  of  Israeli  and  Syrian  chiefs  of  staff. 

Did  the  Syrians  attach  any  conditions  to  the  resumption  of 
these  talks? 

When  do  you  expect  the  military  meeting  to  occur? 

What  do  you  expect  this  meeting  of  Israeli  and  Syrian 
military  experts  to  achieve? 

What  is  your  assessment  of  the  prospects  for  a  breakthrough 
on  the  Syrian  track? 

Answer; 

The  Syrians  have  not  yet  "revised  their  position"  on  a 

meeting  between  military  experts. 


During  the  Secretary's  June  trip  to  the  Middle  East,  he 
announced  that  Israel  and  Syria  had  agreed  on  a  sequence  of 
steps  for  their  negotiations.   Under  the  agreed  sequence, 
Israeli  and  Syrian  chief s-of-staff  held  talks  in  Washington  in 
June,  SMEC  Dennis  Ross  visited  the  region,  but  the  Syrians  did 
not  follow  through  with  the  next  stage  of  the  sequence  —  talks 
in  the  second  half  of  July  between  military  experts.   We  are 
not  clear  as  to  the  precise  reasons  the  Syrians  refused  to 
follow  through.   Subsequently,  Syria  has  linked  these  talks 
with  Israel's  dropping  its  insistence  that  it  retain  an 
early-warning  ground  capability  on  the  Golan  Heights  and 
significant  progress  on  substantive  issues. 

We  and  the  parties  remain  serious  about  moving  forward.   We 
don't  try  to  predict  when  breakthroughs  will  take  place. 
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Question: 

2.   Syria  has  failed  to  address  a  number  of  contentious  issues 
repeatedly  raised  by  the  Executive  and  Congress,  including 
human  rights,  narcotics,  terrorism,  and  Syria's  domination  of 
Lebanon. 

What  is  U.S.  policy  on  how  and  when  to  resolve  these 
bilateral  disputes? 

What  is  the  status  of  our  bilateral  dialogue  on  these 
issues? 

Is  it  your  position  that  there  will  be  no  improvement  in 
bilateral  relations  with  Syria  until  there  is  progress  on 
these  issues,  no  matter  what  happens  in  the  peace  process? 


Answer; 

We  have  a  number  of  serious  differences  with  Syria  on  a 
variety  of  issues.   We  continue — frequently  and  at  the  highest 
levels — to  make  our  position  on  issues  such  as  human  rights, 
narcotics,  terrorism,  and  counterfeiting  clear  to  the  Syrian 
government.   We  believe  these  approaches  have  been  useful  in 
improving  Syrian/Lebanese  narcotics  eradication  efforts,  and 
focussing  Syrian  and  Lebanese  attention  and  law  enforcement 
efforts  on  anti-counterfeiting  operations.   We  have  made  clear 
to  Syria  that  all  these  issues  will  continue  to  affect  our 
bilateral  relationship. 
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Middle  East  Peace  Process: Palestinian  Track 

Question: 

1.   Despite  the  terrible  bus  bombing  in  Ramat  Gan  last  week,  I 
understand  that  the  Israeli-Palestinian  negotiations  on 
redeployment  and  elections  have  resumed. 

How  close  are  the  parties  to  an  agreement? 

What  are  the  remaining  areas  of  disagreement? 

What  is  our  position  on  the  remaining  issues?   Are  we 
seeking  to  help  the  parties  resolve  the  remaining  issues? 

How  are  the  negotiations  addressing  the  issue  of  Arabs  in 
Jerusalem  being  able  to  vote  and  being  able  to  run  for 
office? 

Do  you  plan  to  organize  a  signing  ceremony  in  Washington 
once  an  agreement  has  been  reached? 

If  an  agreement  is  reached  in  the  next  few  weeks,  do  you 
think  the  Palestinians  will  be  able  to  hold  elections  by 
the  end  of  the  year? 

Answer: 

Israel  and  the  Palestinians  are  engaged  in  intensive 
negotiations  on  an  interim  agreement  that  will  cover  security 
issues,  the  additional  transfer  of  civil  authority  to  the 
Palestinian  Authority  on  the  West  Bank,  and  Palestinian 
elections.   The  parties  have  resolved  a  number  of  issues,  but 
many  subjects  remain  under  discussion.   These  include 
redeployment  of  the  Israeli  military,  security  arrangements, 
Hebron,  water,  prisoner  releases,  size  and  responsibilities  of 
the  Palestinian  Council, 
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the  participation  of  East  Jerusalem  residents  in  elections,  and 
the  transfer  of  revenues.   We  are  in  regular  contact  with  the 
parties  to  provide  whatever  help  we  can  to  facilitate  a  final 
agreement  as  soon  as  possible. 

If  the  Israelis  and  Palestinians  reach  agreement  and  would 
like  to  hold  a  signing  ceremony  in  Washington,  we  would  welcome 
them.   The  timing  would  depend  on  when  the  parties  are  ready  to 
sign  an  agreement.   It  would  be  premature  to  make  any  decisions 
on  exact  timing  until  the  parties  have  reached  full  agreement. 

The  Administration  would  welcome  Palestinian  elections  as 
early  as  possible.   This  will  depend  on  when  the  parties 
conclude  their  negotiations  on  the  interim  agreement  and  how 
quickly  the  Palestinians  can  undertake  the  preparations 
necessary  for  an  election.   The  parties  are  discussing  various 
proposals  regarding  the  participation  in  elections  by 
Palestinian  residents  of  East  Jerusalem.   We  do  not  know  how 
this  issue  will  be  resolved. 
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Question: 

2.   Arafat  and  other  officials  of  the  Palestinian  Authority 
have  strongly  condemned  the  latest  bus  bombing. 

Do  you  think  that  Arafat  has  become  more  serious  about 
opposing  terrorism  and  punishing  terrorists? 

•  Do  you  agree  with  press  reports  that  Arafat  is  increasingly 
popular  in  Gaza  and  now  feels  more  confident  about  his 
ability  to  control  Hamas  and  other  extremists? 


Answer: 

The  Palestinian  Authority  (PA)  has  taken  a  number  of  steps 
in  recent  months  to  crack  down  on  those  who  plan  and  carry  out 
terrorism  and  violence.   It  has  preempted  several  planned 
terrorist  attacks,  convicted  and  sentenced  persons  found  guilty 
of  involvement  in  terrorism  and  violence,  and  moved  to  restrict 
the  prevalence  of  weapons  in  the  areas  under  its  control. 
Cooperation  and  coordination  with  Israeli  security  forces  also 
continue  to  improve.   The  success  of  these  steps  to  control 
terrorism  can  only  be  evaluated  over  time,  but  they  do 
demonstrate  a  far  more  systematic  effort  to  counter  and  punish 
those  responsible  for  planning  or  carrying  out  acts  of  terror. 

Polling  data  available  for  the  Gaza  Strip  over  the  past 
year  suggests  a  fairly  steady  level  of  support  --  over  50 
percent  —  for  Chairman  Arafat.   Arafat's  decision  to  take 
stronger  measures  against  HAMAS  and  other  extremists  reflects 
his  recognition  that  terrorism  is  also  a  threat  to  the 
Palestinian  Authority,  and  a  growing  awareness  among 
Palestinians  that  their  interests  are  not  served  by  extremist 
violence. 
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Question: 

3.   Israeli  settlers  and  the  opposition  parties  strongly  oppose 
extending  Palestinian  self government  into  the  West  Bank. 

How  seriously  do  you  take  the  calls  for  mass  civil 
disobedience  by  some  Israeli  opponents  of  the  agreements 
with  the  Palestinians?   Could  it  lead  to  violence  among 
Israel  is? 

Do  you  anticipate  that  some  Israeli  soldier  may  refuse  to 
obey  orders  to  evacuate  bases  in  the  West  Bank?   How  would 
the  Israeli  government  deal  with  such  a  problem? 

Answer : 

We  have  noted  the  call  for  civil  disobedience  from  some 

Israeli  opponents  of  the  agreements  with  the  Palestinians.   We 

are  confident  that  the  Israeli  government  will  take  appropriate 

measures  to  maintain  law  and  order. 


The  Israeli  Defense  Forces  are  a  disciplined  and 
well-trained  force.   We  expect  that  Israeli  soldiers  will  act 
in  accordance  with  their  orders  and  the  law. 

Decline  of  Political  Islam 
Question: 

1   A  recent  article  by  Thomas  Friedman  in  the  New  York  Times 
suggested  that  the  tide  of  political  Islam  is  receding  m  the 
Middle  East.   Friedman  pointed  to  setbacks  suffered  by  armed 
Islamists  in  Algeria,  Egypt,  and  Gaza  in  the  face  of  determined 
efforts  by  existing  regimes  to  use  the  repressive  power  of 
their  security  services  and  bureaucracies  to  block  the 
Islamists'  rise  to  power. 

What  do  you  think  of  Friedman's  thesis?   Is  political 
islam  a  rising  or  a  declining  force  in  the  Middle  East? 

What  are  the  implications  of  your  answer  for  U.S. 
Middle  East  policies,  including  on  human  rights  and 
democratization? 

Is  it  possible  for  Arab  allies  of  the  U.S.  such  as 
Egypt  to  find  a  balance  between  the  effective  use  of 
state  power  to  repress  terrorism  and  progress  toward  a 
more  open  and  accountable  political  system? 
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Answer; 

We  reject  the  notion  that  a  renewed  emphasis  on  traditional 
values  in  many  parts  of  the  Islamic  world  must  inevitably  lead 
to  conflict  with  the  West.   However,  certain  manifestations  of 
the  Islamic  revival  are  intensely  anti-Western.   They  are  aimed 
not  only  at  elimination  of  Western  influences,  but  also  at 
resisting  any  form  of  cooperation  with  the  West  or  modernizing 
evolution  at  home  and  are  usually  associated  with  the 
advocation  of  violence.   Such  tendencies  are  clearly  inimical 
to  U.S.  interests.   Whether  the  tide  of  political  Islam  is 
rising  or  falling  in  the  short  run,  it  clearly  will  remain  a 
preoccupation  of  U.S.  policy-makers  for  the  forseeable  future. 

We  believe  that  opening  political  systems  to  participation 
offers  the  only  proven  means  to  preserve  civil  liberties  and 
render  governments  accountable  to  the  will  of  the  people.   We 
are  opposed  to  those  who,  regardless  of  religion,  oppress 
minorities,  preach  intolerance,  practice  terrorism,  or  violate 
human  rights. 

It  is  important  for  any  country  of  the  Middle  East  faced 
with  an  Islamic  resurgence  to  find  a  balance  between  the 
supression  of  terrorism  and  progress  toward  a  more  open, 
democratic  system  respectful  of  human  rights.   In  the  final 
analysis,  an  over-reliance  on  repressive  policies  cannot  ease 
the  underlying  roots  of  the  problem,  that  is,  the  lack  of 
economic,  educational  and  political  opportunities  that  gives 
extremists  of  any  sort  their  political  constituency. 
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Egypt 

Question: 

1.   President  Mubarak  has  claimed  that  Sudan  was  behind  last 
month's  attempt  to  assassinate  him  in  Addis  Ababa. 

Do  we  have  information  that  corroborates  Mubarak's 
allegation?   If  not,  who  do  we  believe  was  responsible? 

Is  the  U.S.  working  with  the  Egyptians  on  this 
investigation? 

What  kinds  of  retaliatory  actions  are  the  Egyptians  taking 
or  likely  to  take  against  Sudan? 

If  there  is  evidence  of  Sudanese  involvement,  will  the  U.S. 
seek  to  impose  sanctions  against  Sudan? 

Are  you  concerned  that  these  events  will  lead  to  more 
repression  in  Egypt  and  fewer  moves  to  build  pluralism  and 
more  democracy? 

Answer: 

The  perpetrators  of  the  attack  are  believed  to  have  been 

members  of  the  Islamic  Group,  an  Egyptian  terrorist 

organization.   The  gunmen  likely  received  training  and 

safehaven  in  terrorist  camps  located  in  Sudan. 


The  United  States  is  assisting  the  Government  of  Ethiopia 
in  its  investigation  into  the  attack  against  President  Mubarak 
in  Addis  Ababa. 

The  Egyptian  government  has  imposed  new  visa  requirements 
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on  Sudanese  nationals  wishing  to  visit  Egypt.   It  has  also 
restricted  the  number  of  commercial  air  flights  between  Sudan 
and  Egypt.   Although  Egyptian  rhetoric  against  Sudan  in  the 
wake  of  the  assassination  attempt  has  at  times  been  harsh, 
high-level  Egyptian  officials  have  also  said  publicly  that 
Egypt  will  not  fight  the  Sudanese  people. 

We  have  discussed  with  Egypt  and  other  African  states 
neighboring  Sudan  the  possibility  of  raising  Sudan's  support 
for  terrorism  and  regional  destabilization  in  the  United 
Nations  Security  Council.   The  imposition  of  United  Nations 
sanctions  against  Sudan  would  be  dependent  upon  such  a  debate. 

Although  the  Egyptian  government  has  cracked  down  on 
terrorist  elements  in  the  aftermath  of  the  assassination 
attempt.  President  Mubarak  has  not  backed  off  from  his  stated 
commitment  to  hold  parliamentary  elections  later  this  fall. 
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Israel 

Question: 

1.   The  U.S.  has  recently  urged  Israel  to  remove  its  non-tariff 
trade  barriers  which  favor  European  companies  rather  than 
American  companies. 

Why  are  we  having  trouble  with  Israel  on  this 
matter? 

How  do  you  explain  that  the  U.S.  share  of 
Israeli  imports  was  18%  last  year  and  Israel 
had  a  trade  surplus  of  $900  million  with  the 
U.S.  compared  to  the  trade  deficit  of  $7.5 
billion  with  Europe? 

What  is  U.S.  policy  on  trying  to  get  Israel  to 
change  its  trade  policies  vis-a-vis  the  United 
States? 

What  pressure  are  we  seeking  to  put  on 
Israelis  to  change  their  regulations? 


Answer: 

The  U.S. -Israel  FTA,  which  was  the  first  FTA  signed  by 
the  United  States,  went  into  effect  in  1985.   As  of  January  1, 
1995,  the  FTA  provided  for  elimination  of  duties  on  all  goods 
traded  between  the  two  countries.   The  FTA  addresses  primarily 
tariffs,  but  also  deals  with  other  barriers  to  free  trade  such 
as  licenses,  government  procurement  restrictions,  and  subsidies. 

Since  the  agreement  was  signed  10  years  ago,  U.S.  exports 
to  Israel  have  nearly  tripled,  from  $1.68  billion  in  1985  to  an 
estimated  $4.8  billion  in  1994.   Exports  from  Israel  to  the 
U.S.  also  have  grown  dramatically,  from  $2.14  billion  in  1985 
to  an  estimated  $5.0  billion  in  1994.   Total  bilateral  trade  is 
estimated  at  close  to  $9  billion  in  1994.   (See  attached  for 
prior  years.) 

The  U.S.  is  Israel's  single  largest  trading  partner. 
Although  we  recently  have  run  a  trade  deficit  with  Israel,  U.S. 
sales  of  goods  and  services  to  Israel  are  expanding. 
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Although  U.S.  export  figures  have  increased,  U.S.  market 
share  lags.   Due  to  competition  from  the  European  Union,  which 
signed  an  FTA  with  Israel  in  1975,  the  total  U.S.  market  share 
in  Israel  in  1992-95  remained  at  18-19  percent,  and  for  certain 
products  has  declined  significantly  vis-a-vis  EU  products.   The 
EU  has  about  50%  of  Israel's  import  market.   This  is  a  concern 
because  the  loan  guarantee  legislation  includes  an  expectation 
that  there  will  be  a  substantial  increase  in  Israeli  purchases 
of  U.S.  goods  and  services  in  the  1993-97  period  as  a  result  of 
the  guarantees. 

Israel  has  in  place  some  other  non-tariff  barriers  (NTBs) 
that  have  kept  U.S.  exports  from  growing  at  the  rate  we  would 
like.   In  meetings  of  the  Joint  Committee  of  the  FTA,  we  have 
reached  agreement  with  the  Israelis  to  eliminate  some  of  the 
most  problematic  NTBs.   We  continue  to  negotiate  remaining 
NTBs. 

U.S.  trade  with  Israel 
(millions  of  U.S.  dollars) 

U.S.  Exports       ITS.  Imports 

3,325 
3,312 
3,483 
3,902 
4,426 
5,33  6 

2,563 
Source:  US  Dept  of  Commerce,  Bureau  of  the  Census,  FT413 


1989 

2,830 

1990 

3,200 

1991 

3,856 

1992 

4,074 

1993 

4,420 

1994 

5,006 

1995 

January- 

-June 

3,138 

(actual) 

144 


Question: 

2.   Recent  press  reports  note  Israel's  rapidly  expanding 
commercial  relations  with  a  number  of  Arab  countries. 

What  is  the  estimated  amount  of  Israeli  trade 
with  Arab  countries  in  1995?   How  much  as  this 
trade  increased  in  the  past  two  years? 

Is  this  increased  trade  largely  a  result  of 
the  Declaration  of  Principles  agreement  with 
the  Palestinians? 

With  the  exception  of  Syria  and  Lebanon,  is  it 
accurate  to  say  that  the  Arab  boycott  is 
effectively  dead? 

—         Do  you  expect  the  Amman  economic  conference  in 
October  to  further  contribute  to  Israel's 
economic  integration  into  the  Middle  East? 


Answer: 

Reliable  figures  on  direct  trade  between  Israel  and  most 
Arab  states  are  hard  to  come  by.   The  Israel  Export  Institute 
estimates  the  following  figures  for  1994: 

Israeli  Exports  to  Selected  Arab  Countries 

Country  Israeli  Exports  (J   million) 

Gulf  States  200 

Morocco  40 

Kuwait  30 

Jordan,  Egypt  and  Oman  20  -  25  each 

Most  of  this  trade  is  indirect,  through  third  countries. 
Figures  do  not  exist  for  prior  years.   The  increase  in  trade  is 
undoubtedly  associated  with  the  signing  of  the  Declaration  of 
Principles  with  the  Palestinians. 
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The  impact  of  the  boycott  was  certainly  diminished  in 
recent  years,  but  it  remains  formally  in  place.   Member  states 
of  the  Gulf  Cooperation  Council  have  made  great  progress  in 
fulfilling  their  commitment  to  abolish  the  secondary  and 
tertiary  boycotts,  and  Jordan  has  rescinded  its  laws  covering 
the  boycott  in  all  its  aspects.   However,  the  primary  boycott 
is  still  enforced  by  many  Arab  states.   Businesses  report  it  is 
easier  to  do  business  on  the  ground  than  it  was  previously. 

We  continue  to  work  toward  the  elimination  of  the  boycott 
as  a  barrier  to  economic  growth  and  stability  in  the  region. 
There  is  no  doubt  that  the  boycott  is  weakening,  but  there  is 
still  work  to  be  done. 

The  Amman  Summit  will  contribute  to  Israel's  economic 
integration  into  the  region  through  the  development  of  regional 
organizations  and  the  launching  of  regional  development 
projects . 

The  summit  will  gather  senior  government  and  business 
leaders  from  nearly  60  countries  dedicated  to  advancing 
business  development.   The  private  sector  must  provide  the 
entrepreneurial  talent,  investment  capital,  and  technical 
expertise  for  development.   The  public  sector,  for  its  part, 
must  improve  the  economic  environment  by  liberalizing  trade 
policies,  reducing  regulation,  privatizing  industry,  and 
improving  the  investment  climate. 

Institutional  objectives  include  a  regional  development 
bank,  a  regional  tourism  board,  a  regional  business  council  and 
an  executive  secretariat.   Israel  has  been  an  active 
participant  in  the  creation  of  these  institutions. 
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Lebanon: 

Question: 

1.   President  Hrawi's  six-year  term  is  about  to  expire, 
and  there  are  rumors  that  he  may  run  for  a  second  term. 

What  is  the  U.S.  position  on  amending  the 
Lebanese  constitution  to  allow  Hrawi  to  run  for 
reelection?   Do  we  favor  or  oppose  it? 

Wouldn't  such  a  step  constitute  blatant  Syrian 
interference  in  Lebanon's  internal  affairs? 

What  has  the  U.S.  done  to  make  our  views  known  to 
the  Syrian  and  Lebanese  governments.? 


Answer : 

The  Administration  believes  that  the  process  leading 
to  the  election  of  Lebanon's  president  should  be  one  which 
the  Lebanese  view  as  credible  and  which  furthers  national 
reconciliation.   We  have  made  these  points  to  all  parties 
with  an  interest  in  the  outcome  of  the  election. 

Iraq 

Question: 

1 .  The  U.S.  has  invited  the  leaders  of  the  principal  Kurdish  factions  in  northern  Iraq  to 
meet  in  Europe  with  U.S.  officials  in  order  to  work  out  an  agreement  ending  their 
factional  violence. 

—  What  is  the  status  of  this  effort  in  light  of  the  latest  Kurdish  factional  violence 
inside  the  protected  zone  in  northern  Iraq? 

-  If  this  initiative  fails,  wfiat  will  be  the  implications  for  our  policy  in  northern 
Iraq? 

Answer: 

The  two  major  Kurdish  parties  —  Massoud  Barzani's  Kurdistan  Democratic  Party 

(KDP)  and  Jalal  Talabani's  Patriotic  Union  of  Kurdistan  (PUK)  -  have  agreed  to  work 

toward  a  peaceful  resolution  of  their  dispute.  A  successful  resolution  would  lead  to 

improved  security  and  stability  in  northern  Iraq  and  fewer  opportunities  for  Saddam  to 

exploit  an  unstable  situation.  Asof  August  31,  the  cease-fire  remained  in  effect.  The 

next  round  of  talks  is  tentatively  scheduled  for  mid-September.  At  their  first  round  of 

working-level  meetings,  held  August  9-11  in  Ireland,  the  two  groups  agreed  to  a  set  of 

principles  that  form  a  framework  for  a  final  agreement. 
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The  U.S.  is  committed  to  fecilitating  a  solution  negotiated  by  the  Iraqi  Kurds 

themselves,  with  the  help  of  the  Iraqi  National  Congress,  the  Govenunent  of  Turkey,  and 

others.  All  the  partners  in  this  process  have  agreed  that  the  process  will  be  implemented 

with  due  regard  for  the  territorial  integrity  of  Iraq  and  the  legitimate  security  concerns  of 

Turkey.    Both  sides  have  indicated  that  their  eventual  agreement  will  resolve  the  most 

pressing  intra-Kurdish  issues  and  improve  the  situation  of  all  the  residents  of  northern 

Iraq.  Failure  of  the  initiative  would  present  difficulties  for  the  humanitarian  program, 

give  Saddam  Hussein  new  opportunities  to  manipulate  Kurdish  divisions  for  his  own 

purposes,  and  increase  chances  for  potentially  dangerous  instability  in  northern  Iraq.  We 

are  confident  that  all  involved  in  the  process  realize  this  danger  and  are  committed  to 

preventing  it  by  reaching  a  successful  agreement 
Question: 

2.  There  have  been  a  number  of  recent  reports  suggesting  that  the  Iraqi  National 
Congress  (INC)  which  we  support  is  not  achieving  its  goals  and  may  be  falling  apart. 

-  What  is  your  assessment  of  the  viability  and  effectiveness  of  the  INC, 
particularly  in  light  of  the  continuing  violence  among  the  Kurdish  groups  that 
belong  to  it? 

—  Is  the  U.S.  working  to  ensure  that  the  Iraqi  opposition  also  represents  the  Sunni 
Arabs  of  central  Iraq,  and  particulariy  disaffected  army  officers? 

Answer: 

The  United  States  continues  to  support  the  INC.  It  represents  hope  for 

development  of  a  democratic,  pluralistic  alternative  to  the  current  regime.  We  are 

convinced  it  can  contribute  to  the  emergence  of  an  Iraq  which  respects  all  of  its  people, 

does  not  threaten  its  neighbors,  and  remains  united  within  its  current  borders.  The  INC 

leaders  seek  the  means  to  broaden  its  membership  among  all  Iraqis. 
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Question: 

3.  Sanctions  are  hitting  hard  on  innocent  Iraqi  civilians,  particularly  children  and  the 
elderly. 

—  Is  it  U.S.  policy  to  seek  a  follow-up  resolution  to  Security  Council  Resolution 
986,  which,  had  Iraq  not  rejected  it,  would  have  allowed  Iraq  to  sell  up  to  $2 
billion  in  oil  in  order  to  finance  the  purchase  of  food  and  medicine? 

-  What  steps  are  you  looking  at  to  get  relief  to  civilians  in  Iraq,  even  over  the 
objections  of  the  regime? 

Answer: 

On  June  1,  the  Secretary  General  fonnally  notified  members  of  the  Security 
Council  of  Iraq's  official  rejection  of  resolution  986,  which  would  have  permitted  Iraq  to 
sell  $1  billion  worth  of  oil  per  quarter  to  purchase  humanitarian  goods.  This  rejection 
reinforces  our  conviction  that  Saddam  is  not  concerned  with  the  welfare  of  his  people. 
He  prefers  to  use  their  suffering  as  a  propaganda  tool  to  push  for  a  premature  lifting  of 
sanctions.  This  cynical  ploy  will  not  work. 

Resolution  986  is  still  available  to  Iraq.  We  hope  Saddam  will  change  his 
position  and  permit  the  resolution  to  be  implemented.  We  are  not  interested  in  changing 
resolution  986.  It  was  drafted  to  take  into  account  all  of  Iraq's  objections  to  previous 
similar  resolutions.  The  system  outlined  in  986  is  the  most  flexible  possible  that  will  still 
prevent  Saddam  from  diverting  the  goods  purchased  to  his  military,  intelligence  services 
and  tribal  supporters.  The  international  community  wants  all  the  people  of  Iraq  to  receive 
the  basic  necessities  of  life.  Saddam  does  not. 

We  continue  to  provide  relief  to  the  Kurdish-inhabited  areas  of  northern  Iraq.  The 
international  community  cannot  provide  relief  in  Saddam-controlled  Iraq  if  the 
government  of  Iraq  opposes  it.  Some  NGOs  and  UN  agencies  do  operate  in  Saddam's 
Iraq;  they  must  do  so  according  to  the  Iraqi  government's  rules.  Most  governments  and 
NGOs  have  chosen  not  to  pursue  programs  in  Saddam-controlled  areas  because  the  Iraqi 
government  authorities  restrict  the  monitoring  of  aid  distribution. 
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Iran 

Question: 

1 .  Visitors  to  Congress  from  the  Gulf  express  concern  that  U.S.  efforts  to  isolate  Iran 
may  destabilize  Gulf  security. 

—  Does  U.S.  policy  of  isolating  Iran  contribute  to  Gulf  security? 

--  How  do  you  respond  to  our  friends  in  the  Gulf  when  they  complain  that  U.S. 
policy  toward  Iran  is  raising  tensions  in  the  region? 

—  What  do  you  tell  them  to  allay  their  concerns? 
Answer: 

We  do  not  perceive  any  serious  differences  about  our  Iran  policy  with  the  Gulf 
states.  Our  friends  in  the  Gulf  share  our  concern  about  Iran's  potential  threat  to  security 
in  the  region.  The  UAE,  for  example,  has  an  ongoing  territorial  dispute  with  Iran  over 
the  islands  of  Abu  Musa,  and  Greater  and  Lesser  Tunb.  While  some  variance  in  views 
among  sovereign  states  is  inevitable,  our  regional  allies  generally  appreciate  having  a 
strong  and  capable  friend  who  is  willing  and  able  to  help  guard  their  security. 

Iran's  military  buildup  represents  a  threat  to  Gulf  security  and  the  U.S.  policy  of 

pressure  addresses  this  concern  in  two  ways.  First,  we  have  shaped  a  consensus  among 

the  28  goverrunents  participating  in  talks  for  the  COCOM  successor  regime  that  the 

regime  should  prevent  Irein  from  acquiring  armaments  and  sensitive  dual-use  goods  and 

technology.  At  their  summit  meeting  President  Yeltsin  prorhised  President  Clinton  that 
Russia,  Iran's  largest  arms  supplier,  would  sign  no  new  arms  contracts  with  Iran  and 

would  close  out  its  existing  contracts  expeditiously.  Vice  President  Gore  and  Russian 

Prime  Minister  Chernomyrdin  confirmed  the  details  of  this  commitment  during  their  June 

meetings  in  Moscow.  In  this  regard  we  have  limited  Iran's  ability  to  continue  its  military 

buildup,  although  China  remains  a  major  arms  supplier  to  Iran. 

Second,  our  policy  of  economic  pressure,  exemplified  by  President  Clinton's 

trade  and  investment  embargo  against  Iran,  is  designed  to  make  it  ever  more  costly  for 

Iran  to  divert  scarce  resources  to  its  unacceptable  policies  and  its  arms  buildup.  Iran  is 

already  having  difficulty  making  payments  on  time  for  its  existing  arms  contracts  and  we 

believe  this  financial  pressure  is  forcing  Iran  to  slow  the  pace  of  its  buildup. 
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Question: 

2.  Some  analysts  suggest  that  while  the  ideological  fervor  of  the  Iranian  revolution  has 
run  out  of  steam,  a  U.S.  policy  designed  to  increase  pressure  on  Iran  may  give  a  boost  to 
the  ideologues  in  the  government. 

~  What  do  you  respond  to  that  criticism? 

—  What  has  been  the  effect  so  far  of  the  new  Executive  Order  on  Iranian  internal 
politics? 

Answer: 

Despite  its  serious  economic  problems,  the  clerical  regime  remains  firmly  in 
control  of  the  country.  We  do  not  see  any  important  political  grouping  that  could  really 
be  called  "moderate."  At  best,  there  are  some  economically  pragmatic  elements  in  the 
regime,  led  by  Rafsanjani.  On  the  issues  which  matter  most  to  us  ~  such  as  Inm's 
support  for  violent  opponents  of  the  Middle  East  peace  process  —  there  is  no  significant 
dissension  among  senior  Iranian  politicians.  Economic  liberals  grouped  around 
Rafsanjani  support  anti-Israel  terrorism  as  much  as  their  so-called  radical  rivals. 

Factors  internal  to  Iran  determine  the  fortunes  of  Iranian  politicians.  In  our 
judgment,  it  is  beyond  the  ability  of  outside  powers  to  fine-tune  the  intricate  Iranian 
political  system  in  order  to  promote  one  faction  over  another. 

Following  the  imposition  of  sanctions,  we  heard  a  great  deal  of  defiant  rhetoric 
directed  at  the  U.S.  from  Iranian  political  leaders.  Such  bluster  was  neither  surprising  nor 
meaningfiil.  However,  the  population  at  large  appears  to  have  been  more  deeply 
concerned.  They  scrambled  to  convert  their  Iranian  rials  into  hard  currency,  prompting  a 
steep  drop  in  the  value  of  the  rial.  Only  by  imposing  strict  currency  controls  did  the 
government  stem  the  rial's  fall. 
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Question: 

3.  The  Iranian  media  has  praised  the  Ramat  Gan  bus  bombing. 

—  Does  the  State  Department  have  information  substantiating  Iran's  continuing 
support  for  terrorism,  and  particularly  terrorism  intended  to  undermine  the  Middle 
East  peace  process? 

--  If  so,  have  we  shared  this  information  with  our  G-7  allies? 

—  Is  it  accurate  to  state  that  Japan  and  Germany  remain  unconvinced  of  the  validity 
of  U.S.  reports  on  Iranian  involvement  in  terrorism? 

o  What  more  do  they  say  they  need  to  be  convinced? 
Answer: 

We  have  clear  and  convincing  evidence  that  Iran  remains  the  world's  leading 
patron  of  terrorist  groups  and  that  it  continues  to  provide  money,  arms,  training,  and 
coordination  for  the  violent  opponents  of  the  Middle  East  peace  process.  We  have  shared 
this  analysis  with  our  G-7  allies. 

While  some  of  our  allies  remain  skeptical  of  the  degree  of  Iranian  involvement  in 
these  activities,  most  have  accepted  the  fact  of  Iranian  involvement  in  terrorism  cind  many 
have  had  first-hand  experience  of  it.  In  Japan,  for  inscance,  the  translator  of  Salman 
Rushdie's  Satanic  Verses  was  stabbed  and  killed  in  Tokyo  in  1991.  In  Germany,  the 
leader  of  the  Kurdish  Democratic  Party  of  Iran  and  three  of  his  associates  were  killed  in 
1992. 

Rather  than  outright  denial  of  Iran's  support  for  terrorism,  Japan,  Germany  and 
others  argue  that  policies  of  engagement  like  the  EU's  "critical  dialogue"  represent  the 
best  means  to  change  Iran's  unacceptable  behavior.  However,  the  EU's  recent  failure  to 
get  Iran's  agreement  not  to  carry  out  the  fatwa  against  Salman  Rushdie  demonstrates  the 
weakness  of  such  approaches.  We  believe  our  policy  of  isolation  and  pressure,  if 
supported  internationally  and  sustained,  is  more  likely  to  result  in  a  change  in  Iran's 
behavior. 
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Saudi  Arabia 

Question: 

1.  The  Israeli  goveniment  has  told  us  that  while  Saudi  government  funding  of  Hamas 
and  other  Islamic  militant  organizations  has  ceased,  private  Saudi  contributions  continue 
to  be  an  important  source  of  funding  for  Hamas  and  other  groups. 

—  Is  this  accurate? 

~  Has  the  U.S.  raised  the  question  of  such  private  Saudi  contributions  recently? 

—  Ifso,  how  have  the  Saudis  responded? 

Answer: 

We  believe  that  private  fimdraising  in  all  of  the  Gulf  states  is  a  significant 
source  of  income  for  Hamas  and  other  Islamic  groups,  many  of  them  legitimate  charities. 
We  have  raised  this  issue  with  the  Saudi  and  other  governments,  and  strongly  urged  them 
to  take  all  necessary  measures  to  ensure  that  privately  raised  funds  do  not  find  their  way 
to  terrorist  groups.  In  the  last  several  months;  Saudi  Arabia  has  taken  a  number  of 
positive  steps  in  this  regard.  We  will  continue  to  pursue  this  issue  closely  in  cooperation 
with  them. 
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Qatar 

1 .  Qatari  Crown  Prince  and  Defense  Minister  Hamad  bin  Khalifa  Al-Thani  recently 
deposed  Amir  Khalifa  bin  Hamad  Al-Thani. 

Does  the  United  States  support  the  change? 

—  How  does  this  coup  affect  U.S.  interests  in  the  Gulf,  including  U.S.  defense 
cooperation  with  Qatar? 

What,  if  anything,  does  this  coup  tell  us  about  the  development  of  political 
institutions  in  the  Gulf? 

—  Should  we  conclude  that  a  palace  coup  remains  the  most  likely  means  of  effecting 
political  change  in  the  Gulf,  despite  the  great  advances  the  Gulf  states  have  made 
in  their  economies  and  the  education  of  their  citizens? 

—  What  impact,  if  any,  will  the  new  Amir  have  on  Qatar's  foreign  policy,  including 
its  informal  ties  with  Israel  and  relatively  friendly  relations  with  Iran? 

Answer: 

The  United  States  has  recognized  the  accession  of  Shaikh  Hamad  bin  Khalifa  Al- 
Thani  as  Amir  of  Qatar  in  place  of  his  father.  Shaikh  Khalifa  bin  Hamad  Al-Thani. 

The  transition  in  government  will  not  significantly  affect  U.S.  interests  in  the  Gulf 
and  we  expect  to  see  few  major  changes  in  Qatar's  domestic  and  foreign  policies.  Qatar 
has  reaffirmed  its  commitment  to  strengthening  the  U.S. -Qatar  defense  relationship  and 
has  pledged  continued  support  for  our  prepositioning  program. 
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The  Al-Thani  family  rules  Qatar  through  its  head,  the  Amir.  The  Amir's  status  as 
monarch  is,  therefore,  contingent  upon  his  position  as  head  of  the  ruling  family.  The 
June  1995  government  transition  was  a  decision  of  the  ruling  family,  in  consultation  with 
other  leading  families,  and  represented  neither  a  change  in  the  political  order  nor 
qualified  as  a  coup  d'etat.  The  fact  that  the  transition  was  peaceful  testifies  to  the  basic 
resiliency  of  Qatar's  system  in  adapting  to  change. 

We  continue  to  encourage  Gulf  governments  to  seriously  examine  means  of 
establishing  and  strengthening  participatory  institutions  and  practices.  While  we  do  not 
expect  such  change  to  be  immediate,  we  are  encouraged  by  the  development  of 
democratic  institutions  in  the  Gulf  region,  such  as  Kuwait's  National  Assembly. 

\  Before  his  accession  as  Amir,  Shaikh  Hamad  effectively  ran  the  government  as 

Ciown  Prince  and  Defense  Minister.  We  believe  Shaikh  Hamad  will  continue  to  pursue  a 
foreign  policy  which  has  strengthened  U.S.-Qatari  relations,  contributed  significantly  to 
Gulf  security,  dealt  openly  with  Israel,  and  supported  the  Middle  East  peace  process. 
Qatar  will  likely  continue  to  maintain  normal  relations  with  Iran. 
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